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ommittee of the Whole on Foreign Economic icy 
Committee of the Whole on Foreign Economie Policy 


MONDAY, JUNE 3, 1957 


House oF REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRs, 
Washington, D. C. 

The committee met, pursuant to call, at 10:45 a. m., in room G-3, 
United States Capitol. 

Chairman Gorpon. Good morning, ladies and gentlemen. The 
committee will come to order. We have this morning as our first 
witness the Honorable Spruille Braden, former Ambassador to Argen- 
tina. 

Mr. Braden, we are very glad to have you before us this morning. 
I understand you have a prepared statement. You may proceed as 
you wish. 


STATEMENT OF HON. SPRUILLE BRADEN, FORMER AMBASSADOR 
TO ARGENTINA 


Mr. Brapen. If I read the statement, it will take me 10, 15 or 20 
minutes, at the outside. It looks more formidable than it is. Shall 
I proceed ? 

Chairman Gorpon. Yes, proceed, Mr. Braden. 

Mr. Braven. The invitation to appear today before this distin- 
guished Committee on Foreign Affairs is an honor I deeply appreciate. 

On October 6, 1949, I was similarly privileged to testify before the 
Committee on Foreign Affairs in respect of international technical 
cooperation, a subject which, of course, is related intimately to for- 
eign—mutual—aid. 

I respectfully recommend to the committee the rereading of my 1949 
testimony—if a copy is obtainable—since much of what I then fore- 

saw, since has come to pass and my comments generally are as valid 
tod: ay as when they were made nearly 8 years ago. 

Born in Montana, much of my boyhood and schooling was in Canada, 
Mexico, and Chile. After graduating in mining engineering from 
Yale, I became associated with my father in the exploration for and 
development of large copper and other mineral properties in South 
America. 

After five and a half years in this work. I was instrumental in or- 

ganizing a Chilean company to bid, successfully, on the electrification 
of the ¢ ‘hilean state railroads. L arranged financing for over $20 
million for both the railroads and the Chilean Government. 
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This financing subsequently was paid off in full, without loss to any 
bondholder. I think that electrification, even today, is probably one 
of ‘90% largest anywhere in the world outside the U nited States. 

I de veloped and was active in many other successful businesses, both 
at home and abroad, as for instance, (1) acquisition and sale of large 
South American oil properties; (2) export and import; (3) certain 
other loans, such as for the municipality of Santiago, Chile: and (4) 
as an officer and director in several important corporations. 


In 1920 I represented the United States in the Pan American Finan 
cial Conference at Washington. In 1933, President ee ap = 
ed mea delegate to the Seventh International Conference of Ameri 


States at Montevideo, Uruguay, and later as Chief ilesate to the 
Pan American Commercial Conference in Buenos Aires. 

In 1935, with the rank of Ambassador, I took over as chairman of 
the United States delegation in the Chaco Peace Conference which, 
after 314 years of eruelling work, settled the war between Bolivia 
and Paraguay. 

1 am proud that so far as I know, I am the only living citizen of t] 
United States who has negotiated and signed a peace treaty which 
has now endured for close to 19 years. 

I next served as Ambassador to Colombia for over 3 years, 3 years 
as Ambassador to Cuba, and finally as Ambassador to Argentina. 
From laté 1945 to June 30. 1947, I was Assistant Secretary of State. 
in charge of American Republies Affair 


‘ 
For the last 10 years I have been a consultant on the foreign opera 


11 
tions of a number of important corporations whose assets approxi 
mate S38 billion. 

[Tama director of, or serve on, com) ittees of several organizations 
having to do with foreign affairs. For example, I am president of 
the Pan American Society of the United States. Finally, ama trus 
tee and a member of the executive and othe committees of the Dry 
Dock Savings Bank. 

1 want it clearly understood that my testimony today is exclusively 
mv own responsibility. 

The State Dep artme ” and collateral or associated bodies have bee 
inflated bureaucratically , pees since World War II, with con 
sequent waste and extr avagance. In the field, not infrequently, this 
hater t rritated the people where oul diplom tie ni sions are located and 
1! jured our relations generally. 

Foreign or mutual aid, by reason of its mushroom growth during 
the last 16, and especially the last 10 years, has become so vast and 


complex a subject as to require hundreds, if not thonsands of pages 
to cover it at all adequately. 
Therefore. to he brief and in order that you ventlemen hav more 


readily question me on those ini ts of the matter which most interest 
vou. I shall limit my statement today toa few of the eener: al proposi 


tions in which I believe. and which Ty espect fully submit as a choppmeg 
b loe] KK for dise ‘ISSION and for your questions. 
For a more detailed exposition of some of 1 views, IT should like to 


present for the record, and as an integral part - of mv testimony, cons 
of an address which I delivered in Boston in April 1956 before the 
New Eneland Export Club. 

Chairman Gorpon. Without objection, the material will be tnserted 
in the record at this point. 
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(The material referred to is as follows :) 


SPEECH BY HON. SPRUILLE BRADEN AT THE NEW ENGLAND Export CLuB, Boston, 
Mass., Wortp TrapE Day, Aprin 12, 1956 


Your sponsoring organizations’ courtesy in inviting me to address this dis- 
tinguished gathering on World Trade Day, is deeply appreciated. 

Indeed, the title suggested to me by your program, World Trade Through A 
Statesman’s Eyes, is so complimentary in its characterization of me as to over- 
whelm such pretentions to modesty as I may have possessed until now. 

Your hospitality has emboldened me to depart from any attempt to analyze 
world trade and investment. Instead I hope to engage your attention with 
a broad subject which affects all our foreign business and our domestie affairs 
as well—your business and mine. This vital subject is that we must both merit 
and demand respect if we are successfully to conduct our diplomatie and other 
foreign relations. 

Time permits me to discuss only a single aspect of this topic—i. e. foreign aid. 
In this way perhaps I may be able to direct your thinking toward the urgency 
of our seeing to it that these United States are respected by everyone. Without 
such respect none or at the best scant benefits will accrue to any of us. Both 
world trade and prosperity will decline for all of us. 

A distinguished and experienced diplomat who preceded me by some years 
in one of my ambassadorial posts used to say: “It is all to the good if the American 
Ambassador is liked; but it is much more important that he be respected.” 

I agree with him completely. 

While respect, according to the circumstances, may sometimes have a connota- 
tion of fear, it far oftener evidences friendship. Also, as respect engenders 
friendship, so its absence will, in the end, destroy both confidence and friendship. 

Before going any further, I should make my meaning clear by quoting Noah 
Webster’s definition of “respect”: “to consider worthy of esteem, to regard or 
treat with honor, deference or the like; value * * *; to refrain from intruding 
upon or interfering with, as to respect a person’s privacy.” 

So we see that respect may range from the less important amenities or courte- 
sies with which we salute and treat with honor a person of high rank, to that 
much more important aspect of respect which is the esteem or value which is due 
character, virtue and natural greatness, 

I do not underrate the importance of a proper deference. For instance, as an 
individual, I do not care whether I am seated above or below the salt. But, when 
I served as Ambassador, I represented the United States and, therefore, de- 
manded that I be seated according to protocol. 

Of one thing we nay be sure: respect never can be bought. The mere attempt 
to do so can only breed disdain and irritation. Yet that is precisely what we 
have been trying to do for many years, 

Against the 275 to 280 billion dollars direct Federal debt, excluding many more 
billions of contingent or governmen*‘ally guaranteed indebtedness, it has been esti- 
mated that since 1939 the United States has given away abroad about $100 bil- 
lion. Despite the extravagance and waste involved, some of this vast sum must 
be charged off as a war necessity and so, for the purposes of this discussion, may 
be eliminated. 

Nevertheless, it is important to call your attention to the fact that this country 
has a greater debt than the combined debts of all of the other nations in the 
world, 

What mainly concerns me today is that since 1946, after the end of World 
War II, we have given away upwards of $41 billion in outright grants to foreign 
nations, and disbursed almost $14 billion in credits. Their eventual repayment 
is, to say the least, questionable. The total of our handouts abroad is $55.5 bil- 
lion. By this lavish generosity, we have gained neither respect nor friends. On 
the contrary, I believe it is apparent to anyone that we have lost both. 

In order to approach this matter intelligently, we must first be able to com- 
prehend what are $55 billion. It does not help my own understanding to talk 
about a billion fence posts spaced 1 foot apart, girdling the earth X times. Nor 
is my conception clarified by the calculation that if I were to receive $1 for each 
minute that has elapsed since Christ was born, I would have slightly over $1 
billion. 

I do grasp the value of $55 billion, when I add the assessed valuation (as 
reported by Moody’s Municipal and Government Manual of 1956) of all of the 
property, real and otherwise, in the 13 biggest cities of this country : New York, 
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Chicago, Philadelphia, Logs Angeles, Detroit, Baltimore, Cleveland, St. Louis, 
Washington, San Francisco, Boston, Houston, and Pittsburgh, and arrive at a 
grand total of just over $55 billion. 

The New York State Board of Equalization and Assessment recently declared 
that the assessed valuation of all real and other property in New York City equals 
just about 100 percent of the true value. Presumably, on the overall average, this 
will apply to the other 12 cities. 

We would be appalled by the mere suggestion that these 13 cities, if it were 
possible, be shipped overseas as gifts to foreign nations. Yet, we have done 
precisely that. We have ourselves given away—in effect, destroyed, as if by 
nuclear bombing—the equivalent of our 13 biggest cities. 

The dollar loss and the consequent drain on us taxpayers, at that time, may 
not be so serious as the harm done to the morals and morale of both the recipient 
countries and ourselves, as donors. 

Certainly over $55 billion in gifts and other handouts should bring spectacular 
and superlative results in the way of augmented respect and friendship. Yet, 
it is already evident that it has not and that no people ever gave so much for 
so little. 

Nehru, despite the hundreds of millions of dollars poured into India, delights 
in castigating the United States, and he put out the red carpet for Bulganin and 
Khrushchey. 

Little Cambodia is getting $50 million a year, not to mention a further gift 
of 20,000 tons of rice. But the Premier, as he flirts with Communist China, com 
plains that all we give him are refrigerators and automobiles, and that Wash- 
ington is plotting to buy his country. 

Neither the Arabs nor the Israelis seem to like us. 

The Turks and Greeks, thrown into inflation by our largess, are becoming 
critical of us. In Greece, the Popular Front opposition recently polled more votes 
than the Government candidates supported by us. 

Prime Minister Mollet, of France, declared in last week’s U. S. News & World 
Report that: “* * * the Americans managed to create something very near to 
hatred * * * by the way they gave their aid.” Of course, like other recipients 
and some of our own do-gooders, he would like to see our bounty distributed 
anonymously through the U. N., with no strings attached. This would eliminate 
the last remote chance of our ever receiving any thanks, respect, or friendship for 
our generosity. 

Iceland’s Parliament, under Communist influence, voted that the United States 
should pull out its troops and abandon our NATO bases there. Last week’s elec 
tions indicate that Ceylon is going in the same direction. 

In Mexico, during January, some technical assistance and educational pro 
grams had to be canceled, because a series of student disturbances meade it in 
advisable for our technicians to continue. 

The rest of Latin America, observing the deluge of billions flooding the rest 
of the globe, feel hurt because, as our nearest neighbors and allies, we neglect 
them with a mere pittance. 

Thus do we destroy respect and friendship. 

A single American company has raised living rates higher and created more 
general well-being throughout Central America than ever could be done by our 
governmental aid. Yet, the Department of Justice now blocks the continuance 
of this work by an antitrust suit, demanding divestiture, among other things, of 
the rich farmlands converted by this company from worse than worthless, jungle 
swamps. In announcing this unfair and ignorant action, the Attorney General im- 
plicitly endorsed the false accusations leveled against the United States by the 
Communists recently ejected from Guatemala. Instead of the increased prosper 
ity and employment which would have resulted from the company’s program, 
this suit will cause hundreds, if not thousands, of these people to be partially and 
ineffectively supported by more United States foreign aid, i. e., by your and my 
taxes. 

Almost anywhere we look, our foreign aid programs have been extravagant, 
wasteful, and inefficient. Permit me to give an example: We induced Afghan- 
istan to accept a $40 million loan from the Export-Import Bank, and to spend 
a very considerable sum themselves, to put in a hydroelectric power, flood-control, 
and irrigation project for about 500,000 acres. In Afghanistan there were neither 
engineers to operate the project nor agricultural experts to teach the nomads 
how to farm. The salt content of the lands was raised by the water from the 
dam to the point of ruination. The result is an economic and political crisis, and 
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the Afghans, having lost respect for us, are turning their eyes toward their big 
neighbor to the north, the U.S. 8S. R. 

Now, evidently just to keep our hand in, we propose, through the International 
Sank, to help finance the huge $1.3 billion Aswan high dam project in Egypt. 
Otherwise, Prime Minister Nasser indicates he may become even clubbier with 
the Soviet than he already is. The U. 8. 8. R. prattles vaguely about doing the 
job, and we beg Nasser, “Oh! Pretty please, don’t listen to their wiles, take a 
couple of hundred million of our dollars.” What possible respect can we gain 
by yielding to such blackmail? 

The “bleeding hearts” cry that, unless we finance dams and other public works 
like these, far-off peoples will continue to live in misery. At present, that is as 
sad as it is true. But let me tell you what may happen even as the result of a 
well planned and carried out project, purporting to improve living conditions. 
Incidentally, this was not one of our Government’s programs. In, I believe, the 
1920's, the Sukkar barrage in Pakistan was erected to irrigate a vast area of 
fertile but desert land in the Province of Sind, Pakistan, with waters from the 
Indus River. This was to make possible the feeding of a people living on the 
verge of starvation. What happened? The project did everything claimed for 
it. But, after a few years, the population so increased that the only effect was 
to have a much larger number of people on the verge of starvation, instead of 
a small number. Does this constitute progress? Does this elicit respect? 

The answer is “no.” 

I suggest that the authorities in Washington have no right to continue these 
giveaway programs, where there is no assurance that even the well planned and 
executed ones will not increase rather than decrease human misery. 

Another aspect of this problems is that we gain neither Tito’s nor anyone else’s 
respect by giving his regime hundreds of millions of dollars. We entrench com- 
munism in Yugoslavia, thus antagonizing many of its people, and give the Soviet 
a greatly strengthened ally, now that Tito is again back, hand in glove, with the 
Kremlin. 

Our grants and loans inevitably constitute an intervention by us on behalf of 
the government in power and against the “outs” in a foreign country. This is 
not the best way to make friends of the latter. But our prestige suffers much 
more when we distribute our largess to dictators and corrupt governments. 
Then we lose the respect of and antagonize all the decent elements in the recip- 
ient countries. 

From firsthand knowledge, I can assure you that the cordial policy with Peron 
by both Democratic and Republican administrations, plus credits respectively of 
$125 million and $60 million, did the United States grevious harm. Peron and 
his gangsters always have and always will hate us, and it will take much time 
and effort to win back the confidence, respect, and friendship of the honest, 
patriotic Argentines. 

It has been alleged that, in addition to the billions of dollars we have squan- 
dered so far, we must now enlarge and make permanent these so-called foreign 
aid programs; that we must “sustain our position by helping everybody else to 
realize their own aspirations and legitimate ambitions * * *”. It is said we 
must do so as a defense against the Soviet and the spread of communism. It is 
proclaimed that poverty and illiteracy breed communism and open the way to 
Kremlin domination, whereas industrialization and higher living standards de- 
feat both of these evils. 

These theories simply are not true. In southern Italy, where the greatest 
poverty and illiteracy exist, there is the least communism. In the industrialized 
north, with higher living standards, communism flourishes. This same condi- 
tion prevails in many other countries and places. 

Poverty and illiteracy can only be eliminated slowly and with the utmost care. 
It is not a job that can be done overnight. We would destroy, rather than sus- 
tain, our position by helping everybody else to realize their own aspirations 
and legitimate ambitions. We have neither the money nor the manpower even 
to attempt such a colossal adventure. Finally, there is no moral or other obliga- 
tion on us to give even modest foreign aid, except in a sensible and effective man- 
ner, which will benefit everyone concerned and do harm to no one. 

The administration requests more flexibility in foreign aid, to make easier 
fast adjustments in who gets how much from the United States to counter Soviet 
rivalry ; i. e., again we are to dance to Moscow’s tune. Our future projects are 
to stir the imagination, to concentrate on the spectacular, rather than on such 
wise and safe measures as developing sound private world trade and investment. 








286 MUTUAL SECURITY ACT OF 1957 


The result will be that the genuinely democratic and friendly governments, en 
joying healthy economies, will receive little or nothing—as in the case of some 
of our Latin American neighbors. Whereas, neutralist or inimical governments, 
often using blackmail techniques, will get paid off with flexible benefits. 

If I seem bold in my prophecies, it is because on October 6, 1949, when testi 
fying before the House Foreign Affairs Committee against the point 4 legisla 
tion, I made a number of pessimistic predictions. They have all come true. 

My only error was that I did not go far enough. Amongst other things, | 
pointed out that economic development would not “always insure or auto- 
matically bring democracy”; that the recipients of government largess would ac- 
quire “a distaste for private capital’; and the foreign aid program would 
eventually “involve us in the worst form of dollar diplomacy”. I said, ret 
unless Congress rigidly circumscribes governmental operations under point 4, 
there is grave danger that the appropriations * * within a surprisingly short 
time, will become enormous.” 

Since the distribution of $55 billion failed so utterly to produce really worth 
while benefits, why must we continue, like a drug addict, to use more of the 
same hashish in ever greater quantities? 

The simplest answer is that an enormous bureaucracy has been set up in 


Washington to plan for and run foreign aid. Bureaucratic growth is an in 
tangible but living thing. No one seems to be responsible for its malignait 
expansion. Yet it always acts the same, as it grows and grows like a cancer 


Also, like a cancer. it is almost impossible to rid the body politic of it-—-and, in 
the end, it can kill constitutional representative government. 

Through oversized and centralized government, the Washington bureaucrats 
are able to allot billions of dollars of contracts, which bring handsome profits 
to a myriad of industries, commercial and shipping firms, and to labor. Thus, 
possible critics are lured into compliance and State interventionism is spread 

An even stronger influence favoring the giveaway programs is the horde of 
misguided idealists or do-gooders, collectivists or Socialists, and the unidentifi 
able “theys” (see my March 25, 1954, testimony before the Senate Subcommittee 
on Internal Security), with a sprinkling of Communists, who staff the lower, 
medium, and even some of the higher echelons in washington Nearly all of 
them—a few, perhaps, unwittingly—are dedicated to the destruction of individual 
endeavor and of what we proudly e¢all our way of life. 

Let us not be misled in judging their aims by the basic errors of current so 
ealled liberal political opinion, as disclosed in the April 2 lead editorial of the 
New York Times. It said: 

“To argue that Socialists and Communists are all the same can only help 
the Communists, who today, for their own purposes, say the same thing 
though they. too, know better. 

“This seems to be a false, confusing argument. For no truly informed person 
claims that ‘Socialists and Communists are al] the same’ just as no such person 
claims ‘all Democrats and Republicans are the same.’ * 

The Times is right when it says they are not identical, but wrong when it 
implies that the end results of both ideologies are not the same. 

Informed students of Marxism very definitely do claim that 

1. Socialists and Communists have the same economic aims: to destroy 
capitalism. 

2. Socialists and Communists alike give their highest loyalty to the basic 
tenets established by their internationals. Both subordinate loyalty to the 
national self-interest of any sovereign state to their loyalty to their ideologies 
and to the dictims of their Internationals. Socialists as well as Communists 
push for the adoption of policies, especially economic ones, which are utterly 
counter to American principles and practices. 

3. Because the destruction of capitalism inevitably entails violation of 
the hallowed right to own private property, human nature, instinctively, 
rises up to resist socialism. This resistance, if left free to operate, eventu 
ally will create such firm and concerted opposition as to destroy Socialist 
aims. To achieve these aims, all Socialists, of every variety, in the end, must 
resort to oppressive measures. When the more timid Socialists shrink at 
using force, the Communists exert it. Thus, the Socialists pave the way for 
totalitarianism, which usually comes in the form of communism. Especially 
do they do so during those times when the Socialists and Communists work 
together in a “Popular Front” directed toward the smashing of capitalism. 
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What respect can anyone have for us, if we throw away our precious heritage 
of free private enterprise to create a Frankenstein’s monster of international 
socialism, which to survive and succeed must demolish this Republic? 

Neither socialism nor communism have to be directed from Moscow, in order 
to be thoroughly dangerous to us. 

Even more ridiculuos than our financing of international, or even local, social- 
ism is that by showering the so-called underdeveloped countries—who already are 
mostly socialistic—with $55 billion we have financed the carrying out of an old 
and fundamental Communist policy. 

Lenin wrote: “The more backward the country * * * the more difficult it is 
for her to pass from the old capitalist relations to socialist relations.” 

Stalin, in “The Road to Revolution in the West Lies Through the East”, ex- 
plained that if cominunism were to succeed in conquering the world, the western 
nations’ rear guard, i. e., their reserves in the dependent and colonial areas, must 
be revolutionized. He said: 

“That is why it is essential that proletariat of the advanced countries should 
render real and prolonged aid to the backward nationalities in their cultural 
and economic development. 

“Unless such aid is forthcoming, it will be impossible to bring the various 
nations and peoples within a single world economic system that is so essential for 
the final triumph of socialism.” 

Since 1941, through ignorance of Communist policy and of this basic Soviet 
plan, and by failure to exert effective counteraction, our Government, by means 
of its own, and latterly through United Nations foreign aid, has been and still is 
subsidizing the U. S. S. R.’s long-range campaign against the United States of 
America, 

Some of us United States taxpayers are getting pretty well fed up with having 
billions upon billions of our resources and earnings seized by politicians to dis 
tribute all over the earth for purposes we are neither consulted about nor per 
mitted to have any control over. 

The Soviet, aware of this development, probably fears that we may discon 
tinue underwriting their main program. They are not prepared to take over 
any such huge charitable undertaking as we have been carrying on. Instead, they 
chatter about what they are going to do in the way of foreign aid themselves. 
The only concrete offers they have made so far are like those to sell steel mills to 
India and Pakistan (the latter has neither iron ore nor coking coal) on a cash 
on the barrel-head basis. 

This U. S. S. R. maneuver has had the desired come-on effect. We immediate 
ly, and somewhat hysterically, have declared, in the words of a popular song, that 
when it comes to prodigality, “Anything you can do, we can do better.” Nasser 
and other neutralists already are playing our solid offers against the illusory 
promises offered by the Kremlin. 

The extremes to which advocates of the giveaways will go was illustrated on 
March 23, when one of our leading statesmen distorted the meaning of George 
Washington's declaration that this country should give to mankind a novel 
example of a people always guided by an exalted justice and benevolence. ‘This 
present-day statesman declared that the increased, flexible and more permanent 
foreign aid legislation now before Congress conforms to George Washington’s 
prescription in the Farewell Address. 

The Father of our Country never dreamed of such a program and never even 
intimated that he did so. Everything in the Farewell Address is directly to the 
contrary. When speaking of concessions to a favored country, he said: 

“It is apt doubly to injure the Nation making the concessions: by unneces 
sarily parting with what ought to have been retained; and by exciting jealousy, 
ill will, and a disposition to retaliate in the parties for whom equal privileges 
are withheld.” He goes on: 

“"'Tis folly in one nation to look for disinterested favors from another: that it 
must pay with a portion of its independence * * *.” Tleadded: 

“There can be no greater error than to expect or calculate on real favors from 
Nation to Nation; ‘tis an illusion which experience must cure, which a just pride 
ought to discard.” 

That was wise counse! to his own then very much underdeveloped country 
Washington knew, before Noah Webster drafted his definition, that to be re 
spected, nations, like individuals, must “refrain from intruding upon or inter 
fering with other nations or persons.” He believed in the proverb (25: 17): 
“Withdraw thy foot from thy neighbor's house; lest having his fill, he hate thee. 
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As I have said, the U. N. and a number of governments and other entities urge 
that the charge of Americans intruding or interfering, intervening or just plain 
meddling in other peoples’ affairs could be obviated by turning over American 
funds to the U. N. to be disbursed by it with complete anonymity for us. 

It is alarming that we have gone along with this idea in a number of the U.N. 
agencies or affiliates, which handle foreign aid of one kind or another. The last of 
these was the International Finance Corporation, organized to enter the equity 
financing field by purchasing convertible debentures. By what right do the 
politicians take your and my taxes to enter into this speculative realm, which 
should be restricted to private capital? 

Worse still is our U. N. delegation’s willingness even to consider SUNFED 
(Special United Nations Fund for Economic Development). This so-called infra- 
structure fund is designed, through grants and short or long term interest-free 
loans, to finance any project which lacks merit enough to attract private capital 
or to meet the standards of existing lending institutions. 

Obviously, no private capital could compete against SUNFED. Pursuant to a 
sort of Gresham’s law, SUNFED’s grants and loans soon would drive all honest 
and sound credit out of the market. SUNFED is iniquitous. 

Now that I have set forth some of the reasons why I believe our foreign-aid 
programs nullify respect for the United States, I shall point to a few remedial 
measures. 

Mankind’s experience through the ages may be summarized in some homely 
sayings, such as: 

1. “Frugality embraces all the other virtues” or “Economy is a great 
revenue.” 

2. “To be supported by the charity of friends or a government dole is to 
go into the almshouse”’; and “Charity begins at home”; or, “He who gets 
somethtng for nothing, values it at precisely nothing.” 

3. “A good example is the best sermon” and “Example is the school of 
mankind and they will learn at no other.” 

4. “Nothing succeeds like success” or “Everyone likes to back a winner.” 

Heaven knows there is no virtue in bankrupting ourselves as we pour huge 
revenues into supporting other nations, even allowing them to reduce their 
own taxes at our expense. They will value this “charity of friends” at pre- 
cisely nothing. Worse still, it will break their will to earn their own way and 
undermine their dignity. In the end, our Government’s dole to them will put 
them in the almshouse along with us. 

Meanwhile, charity at home is abandoned, as some of our own vast under- 
developed areas, urban as well as rural, are sadly neglected. Each one of us, 
at a minute’s notice, could run off a long list of things urgently needed all over 
the United States; highways, more education, from primary to postgraduate, slum 
clearance, medical care for both the physically and mentally ill, abatement of 
organized crime and juvenile delinquency, to a total requiring many, many bil- 
lions of dollars. 

I pray that our leaders abide by the teachings of the Farewell Address which 
tell us to: 

“Observe good faith and justice toward all Nations. Cultivate peace and 
harmony with all * * *. The great rule of conduct for us, in regard to foreign 
nations, is in extending our commercial relations, to have with them as little 
political connection as possible. So far as we have already formed engagements, 
let them be fulfilled with perfect good faith. Here let us stop.” 

The time has come to repeat George Washington’s exhortation: “Here let us 
stop!” By returning to his wise policies, we will win respect and set a good 
example—far better than any sermon. 

By hard work and thrift, integrity and intelligence under the free, private, 
competitive enterprise system, the United States grew from a small, poor re- 
public to its present power and economic potential. As a result, our private 
capital, during the last century, and especially from 1900 on, has gone abroad, 
bringing with it managerial and technical resources and skills. It has brought 
to underdeveloped areas all over the earth enormous advantages and such a 
development as no bureaucrats or governmental agencies ever have or ever could 
approach. 

By returning to this provenly successful system, we will furnish mankind with 
such a school that they “will learn at no other.” 

To do these things, we must insist that the prime duty of our Government 
is to protect and advance the legitimate interests of the United States and its 
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citizens; to make certain that our every policy and action be ethical; and un- 
sweringly to stand for the Declaration of Independence, the Constitution and the 
Bill of Rights. 

Our Government must not declare that peace is our sole objective. Instead, 
it must first demand respect and dignity, honesty and honor, patriotism and free- 
dom. 

We must eschew all collectivist panaceas and stop trying to buy friendship. 
We must balance our budget, reduce taxes to an incentive level and otherwise 
put our own house in order. 

If we will do these things, once again we will become so strong spiritually, 
economically and every other wise, that other nations, wishing to back a winner 
and be on our team, will follow our example and make themselves strong. That 
is the only way to acquire responsible and reliable allies. That is the only way 
to make ourselves impregnable and to insure peace. Above all, that is the only 
way to recapture the respect of the world. 

Mr. Brapen. Throughout my life, in business and diplomacy, so- 
cially and otherwise, | have been connected intimately with the less 
developed areas of this hemisphere. As ambassador and Assistant 
Secretary of State, I had to do directly with foreign aid from its very 
beginnings. Thereafter I have watched its development closely. My 
whole life and experience, I believe, qualify me to testify on this sub- 
ject. 

My statement (I have not considered the constitutionality of our for- 
ve aid legislation) for this committee follows: 

I prefer largely to direct my observations to this hemisphere, as 
a part of the world with which I am most familiar. 

2. Similarly, I prefer to limit myself, insofar as possible, to the 
economic rather than the military aspects of foreign aid. 

3. I do, however, object to the granting of any aid, economic or 
military, to Communist regimes such as in Yugoslavia or Poland. 
(So-called national communism is just as dangerous, evil and anti- 
American as the international variety. ) 

4. Lam only oe amg ao worried by grants or loans of any kind be- 
ing made to socialist, or so-called neutralist governments. 

5. I believe Gecies Washington, in his farewell address, made 
the finest statement ever put forth as to what should be United States 
foreign policy. Therefore, as a layman, I should like to see a really 
convincing and detailed analysis of why modern transportation, com- 
munications, and science so profoundly alter Washington’s warnings 
against entangling alliances. 

should like to know if Eugene W. Castle, in his book, The Great 
Giveaway, is not right when he says: 

Many nations could support their own military establishments if they had to 

do so and if the United States did not lavish military aid upon them. 


I should like to know how far our foreign military aid is being 
extended beyond reasonable lengths as a means to bring about more 
and quicker promotions and a more rapid turnover of materiel by our 
own forces. 

I should like to know if we have not wastefully overarmed many 
smaller countries, who are incapable of any real self-defense and 
whose peoples cannot handle modern equipment. 

I should like to know whether purely military aid has been used 
as a fiscal maneuver to release the recipient country’s other funds to 
economic undertakings. 

I should like to know if historians are accurate when they say that 
the end of Rome started when she began subsidizing the outlying tribes 
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and nations of Europe, and depending upon non-Roman mercenaries 
for her defense. 

6. Even asa civilian I know that we can no more buy reliable allies 
than we can buy friends. Peoples can only be led to war because of a 
dedicated idealism or evident self-interest. 

I also know that if we keep the United States so strong as possible 
spiritually, militarily, economically, and every other way, other 
nations will wish to emulate and support us. 

Surely the British and other allies will or will not defend them 
selves irrespective of any aid they may receive from the United 
States of America. The real deterrent to Soviet aggression does not 
lie in military handouts, but in the hope of friends and the fear of 
foes that we will assist the former if they are attacked. 

Finally, I know that our military aid to some dictators has not 

endeared us to their peoples. 
7. As evidenced by my recommendations to this committee and 
to the Appropriations Committee of the House when I was Assistant 
Secretary of State, I am not opposed to all foreign aid. I favor its 
employment on an annually decreasing scale, except for certain rare 
und very special situations. 

It should be used only as an incentive to the recipient nations to 
help themselves. Government-to-government grants and loans should 
be restricted to those areas where government is provenly competent, 
such as sanitation and health, education, government administration, 
and oceasionally, public works or agriculture. TI would give prece 
dence to this hemisphere. 

8. The people of the United States are the most emotional, senti 
mental, and generous of any, bar none. The tragic living conditions 
of the majority of mankind—which appear far more distressing to us 
with our relatively higher standards of living than they do to those 
who endure them—often impel us to adopt measures which will not 
improve the lot of the recipients of our aid, but which if continued 
100 long, W il] impoverish us. 

Perhaps, it is this thought, coupled with the fact that so muel 
remains to be done for our own people here at home, which now 
begins to stir our taxpayers. 

9. How does our foreign aid affect the recipient nations? The 
Honorable Pedro Beltran, distinguished Peruvian statesman and 
former Ambassador in Washington. not long ago answered this 
auestion: 

If a nation relies on handouts to live * * * its future is doomed As time 
goes on, it finds it harder and harder to get on its feet and forge its own fu 


ture * * Tt ends by making no effort to develop its own resources or be self 


supporting As long as such a state of affairs prevails, such a country will 
never come of age, but will continue to be dependent on others, without pros 
pects for the future. 

It should be realized that private capital can achieve what no public treasury 
can do When confidence has been established, the amount of private capital 
that may flow into a country is practically unlimited Private investors will 
compete with one another and seek out the opportunities 2 tut government 
money cannot do this, since risk venture is beyond its province. Private capital 


* 


will flow if the investor feels that he can operate I 1 free econom 


10. Our accomplishments in respect of foreign aid in this hemi 
sphere often leave us little about which to be proud. Tt is pertinent 
to observe that 
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(a) It was not the United States, as has been alleged, which pri- 
marily helped the Guatemalans to rid themselves of Communist 
control. 

(4) So soon as the Communists had been driven out, our own 
Government proceeded officially and senselessly to confirm Com- 
munist calumnies against the United States. 

(c) Since then we have been and are still wasting millions of 
dollars in grants to Guatemala. With a little judgment by the 
United States Government, these grants could be entirely elimi- 
nated and replaced many times over by private investments, which 
would be far more beneficial to everyone concerned. 

(7) United States financing of Marxists in Bolivia is inex 
cusable. 

(e) By giving substantial foreign aid to Peron, we supported 
an enemy, a collaborator first with the Nazis and then the Com 
munists and alined ourselves against the decent and democratic 
elements of Argentina. Our role vis-a-vis Rojas Pinilla in 
Colombia, and some other dictators, has been no better. 

ll. No grants or loans—and here I include the Export-Import 
Bank, the International Bank and the international fund—should be 
made to any country whose government by confiscation, expropriation, 
or other unfair tacties and discrimination has diree ‘tly or indirectly 
injure “1 the investments of our citizens or even those of other foreign 
Interests, 

Nor should our taxpayers’ dollars be paid to nations: (1) who do 
not need them, and many of whom are themselves wealthy; (2) who 
turn around and give grants to other countries. 

For these and other reasons, I am against the recently proposed In- 
ternational Development Loan Fund, that is, a United States Govern- 
nent so-called revolving credit beginning at $500 million and rising to 
S750 million per year. This fund apparently would not supplant di 
ne erants of economic aid or the technical assistance program. 

Under this scheme, the United States would be committed for oe 
indefinite future, to the oper ation of a new bureaucracy dedicated ¢ 
the principle that our citizens’ money should be loaned abroad on easy 
terms, come what may, in “greater financial risks than those ac ‘eptab le 
to existing institutions” oe 

It woukd be folly to entrust such huge funds and power to bureau 

rats, Who are much freer than private banks and corporations from 
governmental controls and supervision, not to mention the vigilance 
of their stockholders. Too often, Government officials, in handling the 
taxpayers’ money, do not realize that they should act scrupulously as 
trustees 

It would be wrong in principle to use publie funds in risk loans 
or ventures, such as apparently are contemplated for this new interna 
tional development loan fund. In fact, the first criterion specified for 
it is that “financing cannot be obtained from other sources.” 

Becnuse re payment terms would be less rigid and couls 1 be mi: ade in 
local currencies as well as dollars, and interest could be waived or sus 


pended _these loans would tend to drive out not only sound private 
vestors, but also aa ing by the Export-Import Bank. Thus, in 
the ni the ‘re might be no inerease or even a diminution in the new 


capital available for a particular country. 
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Those suggesting the creation of this development loan fund forget 
that it is not lack of capital, but the unfavorable investment climate in 
a given country, which is the real deterrent to increased private in- 
vestment. 

12. A serious study should be made of the inflation caused both in the 
United States of America and the recipient countries by our aid 
programs. 

13. I should like to present for the record, and as an integral part 
of my testimony, copy of an editorial which I wrote for the Saturday 
Evening Post, issue of August 11,1956. From this, the committee will 
observe that I am opposed to SUNFED (Special United Nations Fund 
for Economic Development). 

Chairman Gorpon. Without objection, the material will be made a 
part of the record at this point. 

(The material referred to is as follows:) 


[From the Saturday Evening Post, August 11, 1956] 
EDITORIALS 
THERE’S NO DEMAND FOR A G. O. P. NEW DEAI 


Although President Eisenhower is regarded as belonging to the progressive 
wing of the Republican Party, he is not progressive enough for the Democrats 
and their newspaper-columnist allies. To them he represents a conspiracy to give 
away the country’s resources, destroy labor unions and hand us over to the re 
actionaries. 

The question now arises what should be the Republican response to this kind 
of attack. Some Republicans apparently feel that the party should attempt to 
represent itself as more liberal than the Democrats, while others are in favor 
of holding to the middle-of-the-road, relatively conservative position which the 
administration has taken. The argument in favor of competing for liberal ele- 
ments is that President Eisenhower was elected by independents, and that he 
cannot hope to be reelected unless the independents are still for him. 

It is true that a good many Democrats left their party to vote for President 
Eisenhower, but the G. O. P. leaders should not forget that by no means all of 
these independents were on the so-called liberal side. Certainly that can hardly 
be said of the Democrats in Southern States who left the Democratic Party to 
vote for Eisenhower. Nor can it be said of the considerable body of Northern 
Democrats who left their party because they were disgusted with the Truman 
administration’s record of scandals, truckling to labor bosses and ineptitude in 
foreign policy. It would be foolish to go so far to tempt New Dealers to vote 
for a Republican candidate that anti-New Deal Democrats and conservative Re- 
publicans were alienated. 

On this point, William H. Grimes, the discerning editor of the Wall Street 
Journal, recently raised this question: “If the Democrats must always be more 
liberal, and if the Republicans must always be trying to win Democratic votes 
by following the Democrats, where do we end up? Apparently, we can only 
end up with two major parties each tending toward a socialist form of govern- 
ment.” 

Furthermore, if one accepts the implications of some researches recently com 
pleted by the Dunn survey, which has had some conspicuous successes in po- 
litical prognostication, efforts to buy the voters by various semisocialist devices 
have not paid off in votes. The Dunn survey shows that, despite 16 years of 
liberal benefits and a growing population, the total vote cast for Democratic 
candidates between 1936 and 1952 declined—not only in the number of votes but 
in the percentage share of the total vote won by the Democrats. This was true, 
not only for the country as a whole but for a group of labor and farm districts 
plucked from various parts of the country. 

And, of course, we have the classic example of Ohio, where the late Senator 
Taft, certainly a conservative, won overwhelmingly despite almost unanimous 
predictions of his defeat by New-Dealish columnists. In the same State the 
Democratic Governor Lausche still prevails despite his hostility to labor bosses 
and Federal handouts. 
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One thing is certain. Whatever concessions the GOP makes to win liberals 
to its side, the President and his administration will still be denounced and lam- 
pooned as reactionary, stupid, and unfit to govern. 





Way Ler Unirep Nations Bureaucrats DoLE Our AMERICAN Foreign AID? 


(By Spruille Braden *) 


Since 146 the United States has given away some $55 billion as foreign aid. 
As to the merits of this policy and its benefits to the United States and the coun- 
tries receiving our aid, there is wide difference of opinion. 

However, what I am concerned about in this editorial is a proposal not merely 
that foreign aid be continued but that a larger share or perhaps all of our aid 
be channeled through the United Nations and thus be administered “without 
strings attached” by a bevy of international bureaucrats. 

The usual argument for this scheme is that administration of aid by a United 
Nations agency would relieve this country of the embarrassments which arise 
when we have to decide which countries need aid. We could junk the huge 
bureaucracy which administers our aid programs abroad, and inasmuch as the 
money would not come directly from us, we could hand out as many billions as 
we like without being disliked for doing it. 

However, these arguments in favor of making the United States of America 
the biggest contributor to an international community fund directed largely by 
the relief cases themselves collapse when confronted with analysis of the agen- 
cies which would hand out the money. 

The outfit which would carry out the program is an agency called SUNFED— 
Special United Nations Fund for Economic Development. It would be adminis- 
tered by representatives of the relevant agencies set up under the Economic and 
Social Council of the U. N. It is pertinent to ask: Who would handle the funds 
made available to SUNFED, whose sponsors suggest $250 million “as a starter”? 
The long-term aim is a 10-year, $50 billion program, with the United States 
contributing the major share, or $3,500 million per year, representing about 10 
percent of what we all pay in personal income tax. 

The Economie and Social Council (ECOSOC) sets basic policy for economic 
aid and technical assistance to the underdeveloped nations. The heads of the 
various U. N. Secretariat departments and committees set up under ECOSOC 
would all have a say in distributing the funds made available to SUNFED. 
Chief of the regional-commissions section is Wladyslaw R. Malinowski, a Polish 
Communist. 

Central control over and coordination of aid projects and allocation of funds 
are mainly exercised by the U. N. Technical Assistance Board, whose executive 
chairman is David A. D. K. Owen, a British Socialist. In 1953 the Senate Inter- 
nal Security Subcommittee reported that a heavy concentration of fifth amend- 
ment American citizens removed from the U. N. staff after the “purge” was in 
David Owen's Department of Economic Affairs. 

The Special Adviser to U. N. Department of Economic Affairs and the 
man who now represents the Secretary General on SUNFED is Dr. Hans W. 
Singer, a British subject who in 1950 advised the Government of Pakistan that 
the brutal and disastrous collectivization of agriculture in Russia in the 1920's 
was an example of ‘‘very successful development planning.” 

The United States has long opposed a central spending plan for postwar eco- 
nomic aid. Early in the game we refused to go along with a proposed inter- 
national development fund. Now we are being urged by foreigners and some 
prominent Americans to become the largest contributor to an internationally 
administered fund which is the child of a whole series of U. N.-hatched proposals, 
which have one thing in common: the United States of America is to supply the 
money; the U. N.’s most socialistic agencies are to spend it. 

On this general subject I particularly like what Mr. H. W. Balgooyen, executive 
vice president of the American and Foreign Power Company, Inc., had to say in 
a recent address: 

“We need only to ask how any program of foreign air—largely with our money— 
ean win us friends if others disburse it; how it can confound our enemies if our 





1 Editor’s note: Mr. Braden has served as Ambassador to Argentina, Assistant Secretary 
of State, and in other diplomatic posts. 


$2522—57—pt. 3——2 








294 MUTUAL SECURITY ACT OF 1957 


enemies benefit from it; how it can bring maximum benefits to the American 
people if the American people have no control over it.” 

American taxpayers must decide whether they wish to promote legitimate 
American interests in foreign lands through private capital investment and 
loans, or to promote global socialism by permitting the vast sums contributed by 
American taxpayers to be administered by United Nations bureaucrats. It is 
difficult to believe that our people have so far forgotten the maxims of prudence as 
to favor handing over billions of their money to an international organization 
whose ideas on how to use it are unlikely to resemble ours. 


Mr. Brapen. 14. I should like to present for the record, and as an 
integral part of my testimony, my radio address on the Manion 
Forum, January 27, 1957. While it easily can be read within 10 to 
15 minutes, I respectfully call the following excerpts to the committee's 
attention : 


The Soviets and communism never will be defeated by United States giveaway 
programs. On the contrary, our giveaway programs are founded on the Com 
munist doctrine that the productive workers shall support the incompetent and 
the loafers. Both Lenin and Stalin violently opposed all development by private 
enterprise and investment. They said that the backward nationalities could be 
communized only through prolonged aid from the advanced countries, aid such 
as Washington is now disbursing. Due to ignorance of Communist policy and 
the basic Soviet plan, our Government has been and still is subsidizing the 
U.S. 8S. R.’s long-range campaign against the United States. 

Who are the advocates of foreign aid’ They are: (1) misguided idealists 
or sentimentalists, who seem to believe friendship can be bought through gov 
ernment-to-government grants and loans; (2) some business and labor leaders, 
whose tndustries, thanks to this program, may sell their wares to or through 
the International Cooperation Administration in Washington; and (3) above 
all, the thousands of bureaucrats whose soft jobs and lush expense accounts de 
pend on the continuance of foreign aid 

The groups in favor of giveaway foreign aid cleverly confuse, misinform, and 
mislead high Government officials, Members of Congress, and many civic leaders, 
who haven’t enough time really to track down how foreign aid is misspent It 
is impossible to track down how billions are spent by going around the world in 
80 days. We can’t even keep track of how many millions, much less billions 
are spent at home. 

The plain truth is that the United States is “going broke,” committing suicide, 
by uselessly giving away billions of dollars to the rest of the world 

The direct debt of the United States is about $280 billion. This vast sum is 
almost twice the combined debts of all other principal nations. Of this huge 
amount, between 100 and 120 billion dollars have been given away or loaned to 
foreign governments. 

About $3 billion of our gifts have been used by foreign governments to reduce 
their national debts. This $3 billion has been added to our own national debt 
It has done us no good of any kind. 

$v June 30, 1957, the total of United States grants and credits of dubious 
value given in foreign aid since 1946 will be $60 billion. 

I grasp what $60 billion really means when I add the assessed valuation of 
all real and other property in the 17 biggest cities of this country, to arrive at 
a grand total of just over $60 billion: New York, Chicago, Philadelphia, Los 
Angeles, Detroit, Baltimore, Cleveland, St. Louis, Washington, San Francisco, 
soston, Houston, Pittsburgh, Milwaukee, New Orleans, Buffalo, and Dallas. 

We would be appalled by the mere suggestion that these 17 biggest cities, if 
it were possible, be shipped overseas as gifts to foreign nations. Yet, in effect, 
that is what we have done. 

But as it is, the dollar loss and the consequent drain on us taxpayers isn’t as 
serious as the harm done to the morals and morale of other countries and of 
ourselves. 

Certainly over $60 billion should bring us spectacular results in the way of 
great respect and friendship, and security from Soviet aggression. Instead, it 
is evident that never did so many people give away so much for so little. 

Some of the recipients of our aid have turned “neutralist” or begun playing 
with the Communists. Other recipients are critical of the United States. For 
example, the French Prime Minister said: “* * * the Americans managed to 
create something very near to hatred * by the way they gave their aid.” 
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Chairman Gorpon. Without objection, that entire document will be 
inserted in the record at this point. 
(The material referred to is as follows :) 


| Weekly Broadeast No, 122, sponsor: Manion Forum, South Bend, Ind. ] 
FOREIGN AID—DkESIGN FrOR NATIONAL NSUICIDI 


Address by Hon. Spruille Braden, former Ambassador to Colombia, Cuba, and 
Argentina, over the Mutual Broadcasting System, January 27, 1957 


Dean MANtIoN. Tam proud of the impressive list of informed, distinguished, 
and public-spirited men who have joined me from time to time at this microphone 
The roster takes on added luster with the introduction of my guest for this 
evening, 

He is a former Assistant Secretary of State, who has been our Ambassador to 
Colombia, Cuba, and Argentina, He was our Ambassador to the peace confer 
ance which settled the war between Bolivia and Paraguay more than 18 years 
ago: and is the only living American who has negotiated and signed a trents 
of peace which has endured for that length of tite. 

In addition to 12 yvears of diplomacy, this gentleman has had 380 years of 
Inost successful business experience at home and abroad. At present, he is a 
consultant on foreign investments for some of our most important American 
corporations 

Because of his training, experience, and international reputation in foreign 
affairs, T have asked him to speak to us about our foreign aid program, It is a 
vreat pleasure to present the Honorable Spruille Braden, of New York City 

Mr. Brapen. Thank you, Denn Manion, It is wicked to weaken this Nation 
as Democrats and Republicuns alike are doing by confiscatory taxation and 
extravagant waste at home of our citizens’ earnings and savings, But it is 
siicidal to squander the fruits of our toil all over the globe under the guise of 
a so-called foreign aid 

The advocates of foreign aid insist that it be increased and continued more 
or less indefinitely, Chey allege our great wealth and productive capacity 
place a moral obligation on us to support others, This Nation never bas and, 
praise God, never will fail to aid the needy. But, in keeping with our religion, 
we believe charity is a function of the individual and not of government. We 
gladly will give to the unfortunate, wherever they may be, but we want to choose 
the amount and method of giving and not have the sum and means forced upon 

by government, 

It is claimed that foreign aid giveaways will improve living conditions in the 
less developed countries and create new markets for American products. It is 
Claimed that Washington’s handouts will win and hold friends and allies for our 
country and defeat the Soviets and communism. 

These claims are false. If the entire national income of the United States 
were spent to improve the living conditions of the hundreds of millions of unfor 
tunate people in the underdeveloped areas, their living conditions would not 
be raised even 1 percent; and the benefits would not be lasting, because of their 

st growing populations 

Under the giveaway foreign aid program, United States products and services 
are bought with our tax dollars and then given away abroad. This is an ab 
surd way to promote trade. The only way to create new and profitable markets 
is the way we have always done it—the businesslike way of sound private enter 
prise and investments. This businesslike way is the way that increases produc 
tivity and, therefore, enables the less developed countries to get the means to 
support themselves and accumulate their own capital, which will finance further 
development. This is the way we achieved our own progress and prosperity. 

Foreign aid cannot buy, at any price, trustworthy friends and allies. To try 
to buy friends is a furile attempt at bribery and ignores the fact that those who 
get something for nothing usually value it at precisely nothing. The folly of 
Washington’s spendthrift policy had led many foreigners to proclaim that the 
best way to get a handout from Uncle Sam is to kick him in the teeth. 

The Soviets and communism never will be defeated by United States giveaway 
programs. On the contrary, our giveaway programs are founded on the Com 
munist doctrine that the productive workers shall support the incompetent and 
the loafers. Both Lenin and Stalin violently opposed all development by private 
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enterprise and investment. They said that the backward nationalities could 
be communized only through prolonged aid from the advanced countries, aid 
such as Washington is now disbursing. Due to ignorance of Communist policy 
and the basic Soviet plan, our Government has been and still is subsidizing the 
USSR’s long range campaign against the United States. 


A SQUANDERING AGENCY IS SUNFED—-HEAT IS ON TAXPAYERS 


Encouraged by American bureaucrats and intellectuals ready and willing to 
give away money they didn’t earn, the Communists and Socialists have been 
demanding that a large share, or perhaps all of United States foreign aid be 
channeled through a United Nations agency known as SUNFED (Special United 
Nations Fund for Economic Development). Thus, your money and mine would 
be taken away from us and spent by a group of foreign Communists, fellow 
travelers and Socialists, for the benefit of neutralists and even of our enemies. 

We must be alert because this same crackpot scheme, but without the name 
SUNFED, is being pushed by many lobbyists. 

Who are the advocates of foreign aid? They are: (1) misguided idealists or 
sentimentalists, who seem to believe friendship can be bought through govern- 
ment-to-government grants and loans; (2) some business and labor leaders, 
whose industries, thanks to this program, may Sell their wares to or through 
the International Cooperation Administration in Washington; and (3) above 
all, the thousands of bureaucrats whose soft jobs and lush expense accounts de- 
pend on the continuance of foreign aid. 

Today the overhead cost of channeling aid funds through Washington is esti- 
mated as high as 40 cents of every dollar. As much as 40 percent of every dollar 
goes to a pack of bureaucrats who thus feed off the rest of us. 

The groups in favor of giveaway foreign aid cleverly confuse, misinform and 
mislead high Government officials, Members of Congress and many civil leaders, 
who haven’t enough time really to track down how foreign aid is misspent. It is 
impossible to track down how billions are spent by going around the world in 
80 days. We can’t even keep track of how many millions, much less billions, 
are spent at home. And there are certainly many good uses for our own money 
right here at home. 

The plain truth is that the United States is going broke, committing suicide, 
by uselessly giving away billions of dollars to the rest of the world. 

The direct debt of the United States is about $280 billion. This vast sum is 
almost twice the combined debts of all other principal nations. Of this huge 
amount, between 100 and 120 billion dollars have been given away or loaned to 
foreign governments. 

About 3 billion of our gifts have been used by foreign governments to re 
duce their national debts. This three billion has been added to our own national 
debt. It has done us no good of any kind. 

A part of United States foreign aid has gone to finance “hot money” move 
ments, i. e., speculative or flight capital movements from recipient countries to 
the United States. These movements have swollen foreigners’ balances in the 
United States to about $2614 billion. 


OH, GOODYT WE CAN KEEP OUR RINGS 


For these balances, they can demand all our gold, of which we Americans, ex 
cept in jewelry, are not allowed to have a single ounce. If they do this, there 
will be absolutely no gold backing for the dollar. 

If such a financial disaster happens, you may rest assured no foreign nation 
will come to our rescue. 

Often we hand over millions of our taxpayers’ dollars to countries having such 
vast wealth and revenues that they could easily finance their own requirements 
for both material and technical aid. 

3y June 30, 1957, the total of United States grants and credits of dubious value 
given in foreign aid since 1946 will be $60 billion. 

I grasp what $60 billion really means when I add the assessed valuation of all 
real and other property in the 17 biggest cities of this country, to arrive at a 
grand total of just over $60 billion: New York, Chicago, Philadelphia, Los An- 
geles, Detroit, Baltimore, Cleveland, St. Louis, Washington, San Francisco, Bos 
ton, Houston, Pittsburgh, Milwaukee, New Orleans, Buffalo, and Dallas. 
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We would be appalled by the mere suggestion that these 17 biggest cities, if it 
were possible, be shipped overseas as gifts to foreign nations. Yet, in effect, that 
is what we have done. 

But as it is, the dollar loss and the consequent drain on us taxpayers isn’t as 
serious as the harm done to the morals and morale of other countries and of 
ourselves. 

Certainly over $60 billion should bring us spectacular results in the way of 
great respect and friendship, and security from Soviet aggression. Instead, it is 
evident that never did so many people give away so much for so little. 

Some of the recipients of our aid have turned neutralist or begun playing with 
the Communists. Other recipients are critical of the United States. For ex- 
ample, the French Prime Minister said: “ * * * the Americans managed to 
create something very near to hatred * * * by the way they gave their aid.” 

On January 3, a congressional committee reported that 250 millions of United 
States aid to Iran had been administered in a “loose, slipshod and unbusinesslike 
way” that was shocking and so unreliable that the extent of loss and waste could 
not be determined. 

Similarly, utter confusion has existed with our foreign aid funds in Bolivia. 
A well-known commentator and economist writes that our grant aid there is used 
to maintain service on Bolivia’s loans with the Export-Import Bank; that is, we 
give away money so that a bankrupt can pay interest on his debt to us and thus 
maintain a fictitious record for a United States Government lending agency. 

A leader of the Bolivian Marxist police-state Government, which has con- 
fiscated the property of its own citizens and foreigners—including Americans— 
boasted his Government was more radical even than that of Communist China. 
Yet, Washington agencies are reported, during the last 3 or 4 years, to have given 
this little country well over $100 million in grants and dubious loans or concealed 
donations. Much of this money has been wasted, stolen, and gone into black 
markets. 

This is comparable, on a small scale, to the 1 billion of handouts to Tito, who 
forced fleeing refugees to return to Hungary, who publicly praised the Kremlin 
for its inhuman methods in suppressing the anti-Communist in Hungary, and who 
again is hand-in-glove with Moscow. 

Now our Government apparently intends, in similar fashion, to guarantee Com- 
munist control of Poland, by giving foreign aid to the Gomulka government. How 
insane can we get? When will we learn that so-called national communism is 
just as evil and anti-American as international communism? 

It seems that, whenever a nation gets into financial trouble or has to pay a high 
cost for bungling its own affairs, the United States will pick up the tab. As a 
result of Suez, we propose to spend a billion or so in grants or loans to everyone 
connected with that affair—England and France, Egypt and Israel; in fact, the 
whole Middle East. Some of our contributions may be concealed partly by being 
made through the World Bank or the Monetary Fund. 

Mr. Eugene Black, president of the World Bank, speaking of the nationalist 
passions and dangerous myths being aroused and propagated by some advocates 
of economic aid to the so-called underdeveloped nations, said that some aid has 
engendered a turmoil and discontent which could thwart further development, if 
not threaten the very foundations of world order. 

We, as Americans, must immediately demand that Washington quit confiscating 
and wasting our hard-earned money on giveaway foreign aid programs. We must 
stop our Government from leading the United States to destruction by suicide. 

Dean MANION. Thank you, Mr. Braden, for this most graphie and convincing 
presentation. My friends, and particularly you people in Houston, New York, 
Chicago, Los Angeles and the other big cities that have already been “liquidated,” 
please see to it that every Senator and Congressman reads this devastating 
analysis of our foolish foreign giveaways. 


Mr. Brapen. If after 10 years and the expenditure of an amount 
equivalent to the value of our 17 biggest cities, we have gained neither 
security nor friends, how can we possibly justify that $60 billion ? 

When this year on February 4, I put this question to Mr. John B. 


Hollister, the head of ICA. he replied, “I don’t know. T don’t know 
the answer. 
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To conclude, | respectfully urge that the foreign aid program rapid 
ly be reduced to the most modest dimensions, at most a few million 
dollars per year to be spent in the manner I have set forth, and in due 
course replaced entirely by private investment an ‘ enterprise. 

Chairman Gorpox. Thank you verv much. Mr. Braden. for your 
fine statement. ; 

Now, pursuant to the previous arrangement, the committee will re- 
solve itself into the Committee of the Whole on Foreien Economic 
Policy. Mr. Hays of Arkansas as chairman will now preside as 
chairman. 

Mr. Hays, will you take the chair, please / 

Chairman Hays of Arkansas. Thank you, Mr. Chairman. IT con 
cur with many of the salient points that you have made here. 

I am sure I must have missed some of the earliest points that you 
made in your statement. T have a question or two that arises from the 
later comments. 

In your statement about the value of private loans contrasted with 
the public, I wonder if you have any thought about how we might do 
something in the early stages of development that obviously private 
industry will not be primarily concerned with. 

It is what is sometimes called the infrastructure. We need some 
good word for it, but what T mean is harbors, roads, and publie serv 
ices that private industry would not be able perhaps to underwrite a 
this stage, or would be unwilling, in some instances, to underwrite. 

Would you agree that where governments outside an underdevel 
oped country, or thinking multilaterally, the governments of the i 
dustrial nations, find it to their long-range interest to allocate what 
vou call modest sums, would you agree that we could well distinguish 
between that kind of development and a mine oper ation or the devel 
opment of some natural resource in these countries’ IT am just in 
viting you to comment on the infrastructure of development 

Mr. Brapex. Mr. Chairman, I am not at all sure that T have learned 
just what infrastructure means. When I come to get a definition of 
that word, I am. frankly. confused. 

IT would agree with vou, with two very important reservations. The 
first reservation ts that .s coming of the depression in 1929, the stock 
market break, followed by the huge leaded conta the early thirties 
disrupted the private-capital markets: and an attempt to get or 
those private-capital markets for foreign issues has never really been 
sincerely made until very recently—I am speaking of overseas now 
and, even so, on a very mode st se ale. 

What T have in mind. and T go back to my own experience, and 
it is an experience that is ‘apy ical le to other places. throughout the 
Latin American countries, 5 for that matter. throughout the world. 
I mentioned in my opening statement the electrification of the Chilean 
State Railways and my obtaining loans for them and the Government. 

The Chilean Government in those davs had a credit which was out 
standing, just as Argentina enjoyed that same kind of credit. One 
of the reasons that they enjoyed that credit was that. for instance, 
during the Balmaceda revolution in approximately 1890, and that 
was a revolution fought on a very high plane, it was comparable, let 
us say, to our own Civil War, whe ‘re great ethical issues were at point, 
that was an issue between the Congressional party that wanted power 
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concentrated in Congress and Balmaceda who wanted great presi- 
dential power. 

This revolution came. During the midst of the fighting one of 
the Chilean bond issues came due. either interest or amortization or 
both, whatever it was, with Rothschilds in London. The morning 
of the day those obligations were due both the Congressional Party 
and the (Sovernmental Party were on hand at Rothschilds with the 
full amount of the payment, each being afraid the other wouldn't take 
care of the good name of Chile. 

As a result of that incident and other sinuliar care for their credit, 
there was actual competition not alone between the New York market 
and the London market but among bankers within those marke? 
huge competition to buy Chilean issues. For instance, when the elec- 
trification of the railways came up, the Chileans didn’t have to think 
about going to an Export- Import Bank or an International Bank: 
all they had to do was to indicate that they needed some money, and 
bankers all over the world were anxious to loan it to them. 

So it was really a relatively simple job to get that S20 million 
of loans for the Government and for the railroads. 

It was the same with the ports. For instance, the entire port works 
of Valparaiso, the main harbor in Chile. and the same with 
Antofagasta, the next biggest harbor, were financed by private bank- 
ers In London and the United States loaning money to the Chilean 
Government because of its fine credit. 

If we could re-create those conditions, you wouldn't have to have 
any kind of grants or loans in any way. shape, or manner from the 
United States or from the International Bank or any other govern- 
mental body. 

If I can say this, Mr. Chairman, to complete my thought: I took 
up some years ago, as a matter of fact. with the appropriate committee 
of the Senate—under Senator Capehart—the thought that the Export- 
Import Bank might well in initiating their operations have brought in 
both private commercial banks and private investment bankers for, 
let us say, only 1 percent of their loans to begin with, but without re 
course back to the E xport-Import Bank, ste pping it up 2 or 3 percent 

ach vear thereafter. Thus they would gradually have gotten the 
a ivate bankers feet wet again so they would have had their confidence 
restored and opened up a market for the securities of Chile, Brazil, 
Argentina, or any of the other countries whose credit merited it. 

T hat old system I have described had the further great benefit that 
it was only the countries whose credit warranted these loans that got 
them. Those who didn’t take care of their credit, as h: appens with us 
individuals, didn’t get loans. They had to put their houses in order, 
get some good governmental financial procedures and balanced budg- 
ets in order to go to those markets for loans. 

I think that is a most important thing. The fact that we have not 
reestablished the private market for both investment banking and 
commercial banking in these foreign countries to the full extent is the 
tragedy, and for that tr agedy the American taxpayers have to pay 
in foreign aid and contribute to these various other governmental] 
organizations. I think that is wrong. 

A second somewhat less important point but nevertheless an im- 
portant one. is that when it comes to the construction of railroads, 
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port works, and so forth, the private companies going in will do the 
job themselves. 

I have mentioned my association with my father and the Anaconda 
Co. in the exploration of the Andes for copper. When we were going 
ahead with one such investment, it involved about $45 million ; in fact, 
there was about $35 million invested before a single pound of copper 
was taken out commercially. 

To do that we had to build our port at a place called Barquito on the 
Chilean coast. We had to build a railroad all the way to the mines 
10,000 feet up in the Andes. We had to do all these public works that 
you mentioned before as perhaps coming under the so-called infra- 
structure. 

If we can get governments to reestablish their credits, balance their 
budgets, and, of course, a very important factor there is the bad 
aneaniile we ourselves give, if we get back to those basic requirements, 

I don't think you would need hardly any of this governmental financ- 
ing. Does that answer your question? It has been a little long 
winded. 

Chairman Hays of Arkansas. It is extremely helpful. If I were 
entitled to take more time I might pursue 1 or 2 of those interesting 
bypaths of activity that you have pointed to. I think that is a very 
interesting comment. I am sure the committee is grateful to you for 
your help on these matters. I should not take any more time. Mr. 
Smith. 

Mr. Smirn. Your statement, Mr. Braden, is most interesting. I 
think perhaps it comes as a shock to some members of the committee. 
Your forthright statement of your position is certainly to be admired, 
whether or not we agree with your point of view. 

You have had considerable experience in South America, I think. 

Mr. Braven. Yes. 

Mr. Smiru. Were you there in 1947? 

Mr. Brapen. 1947; no. By then I was up here. 

Mr. Smirn. You were back in the States? 

Mr. Brapen. Yes. 

Mr. Smiru. There has been a project in South America which I 
always thought had considerable merit, and that is the Institute of 
Inter-American Affairs. You are familiar with that ? 

Mr. Brapen. Yes. As a matter of fact, I refer in my preliminary 
statement having had to do with foreign aid. The Institute of In- 
ter-American Affairs was brought into the State Department while I 
was Assistant Secretary. I was, in a way, the boss over the whole 
operation. And, in fact, I came to the Appropriations Committee 
of the House in asking for acne for the Institute of Inter- 
American Affairs. Would you like to have me expand on that a little 
bit ? 

Mr. Smirn. Yes; I wish you would. Iam very much interested. 

Mr. Brapen. I referred in my opening statement to coming in and 
asking for appropriations for foreign aid. But when I came to the 
Appropriations Committee I asked for $5 million for the Institute 
of Inter-American Affairs to take care of all of its needs in Latin 
America. Quite frankly, all I hoped to get was $3 million. I asked 
for $5 million on the theory that it would | be cut down to three. 

Mr. Smirn. “Regular procedure,” my colleague says. 
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Mr. Brapven. [ think it is. When I did that, 1 emphasized in all 
honesty to the committee that this was going to be on a diminishing 
scale, that the following year we would come down to four and a half 
or four million dollars, and so on, down until finally we had elimi- 
nated it. 

And our only reason for asking for this money for the Institute of 
Inter-American Affairs was, as I said in my preliminary statement, 
as an incentive. 

For instance, in some of the countries it was to get them going on a 
health program where we felt that would be helpful, or to ao 
their agriculture. By our putting up money on a preliminary basis, 
a modest sum, where we would put up say 80 percent, always insisting 
that they put up something, that it not be 100 percent by us, and with 
a very definite understanding that if the first year we were putting up 
80 percent and they 20, in the succeeding years we would come down 
to 60, 50, 40 until in 3 or 4 or 5 years our contributions would be en- 
tirely eliminated and they would have taken over, they would have 
seen the benefits, received the benefits of what the Institute of Inter- 
American Affairs began. 

We would be completely free from any further payments. That 
was my firsthand experience with the Institute of Inter-American Af- 
fairs. 

Mr. Smiru. I am glad to get that statement because I have the feel- 
ing, Mr. Braden, somewhere along the line there is some merit in so- 
salled technical assistance, if we keep it on that basis and if we don’t 
confuse technical assistance with economic development. 

Mr. Brapen. I think that with the further reservation, and I now 
come back to what I was saying to the chairman before, that you must 
also remember that in technical assistance these countries, if they 
wanted to, could come up here and hire in whatever endeavor they 
wanted to go into engineers, technicians of various kinds, and they 
could pay for them directly. 

The technicians would be their servants on the job, not brought in 
by the United States and with none of the complications back and 
forth between government and government and it would be a better 
situation. That is what they used to do. I would much prefer seeing 
that. However, due to the situation caused by the depression and our 
failure to get back on a private enterprise basis fully, I agree with you, 
as I demonstrated in my position as Assistant Secretary of State, that 
we should give some incentive aid. I did so on the basis that the Insti- 
tute of Inter-American Affairs participation in this foreign aid would 
be gradually taken over by the foreign government. 

How wrong I was in asking for $5 million as a maximum. Tod: ay in 
Latin American it is up to $80 million and even so the Latin Americans 
quite naturally, having been the best of friends that we have anywhere 
in the world, are very much annoyed with us because they see billions 
going elsewhere and we are only giving them “a paltry $80 million.” 

Mr. Smirn. It seems to me we have ‘ignored the very valuable ex- 
perience that we gained in South America under the Institute of Inter- 
American Affairs and have gone in for the so-called crash programs, 
the big spectacular thing claims the attention of people. 

Mr. Brapen. That is my impression, too, Mr. Smith. 
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Mr. Saari. I have -been somewhat concerned about this question 
of government to government operation. It seems to me that if there 
is any weakness in the foreign-aid program at all that it arises where 
one government is dealing strictly with another government. How 
in the world can we overcome that difficulty? Do you think we can? 

Mr. Brapen. I think the one way is to get back to priv: ate enter 
prise. There I think the responsibility eomes on the Congress par 
ticularly in view of some of its own reports. I have just read the re 
port of the House Committee on Government Operations. It is the 
report dated May 15 (H. Rept. 449). If the American people were 
able to read that report and realize the extent to which the ICA 
bureaucracy has gone mad in their utter disregard and disdain for 
the Congress and the people. they would rise up in wrath—TI spoke of 
the Government official h re taxpayers’ money being in the role of 
a trustee but when vou ead this report of the (C‘oneress, it seems To 
me that the time has aelaual to cut out, even though some very valu 
able projects are underway, but to eut off this money until these 
atrocious conditions are remedied: until this bureaucracy stops run 
ning riot. 

If the American people were to read the carelessness in the “illustra 


tive budgeting.” “overprogramine.” “other costs” and all the utter 
disreeard for simple honesty in hookkeeping and budgeting, thev 
wold want to stop every penny. 

Maybe that is the solution. just to brine it to a halt and sav. “We 


are not cong TO ove you al other penny until vou vet things hack 
ona real and hone St basis and then we w il] reopen consideration of for 
elon ald on a sound hasis.” 

The wav we are going and the conditions disclosed in this report 
really shocked me. 

Mr. Sarre. Thank von very much. 

Chairman Hays of Arkansas. The chairman has a question 

Chairman (FOoRpoON. Mr Braden. would vou eare To extend your 
views further as expressed on page 16 in regard to the International 
Development Loan Fund ? 

Mr. Brapex. T suppose [T could summarize my viewpoint best by 
saving that it seems to me that this is not eoing to eliminate, for in 
stance, the funds that wonld | e Huei in as defense support, assigned 
to the Defense Department and then expended by ICA. You would 
still have that. You would still have the technical aid expenditures 
and those coming from agricultural products. But when vou are estab 
lishing this new fund of from $500 to $750 million a vear, it would he 
plaving right into the hands of these bureaucrats. 

When I speak of bureaucrats. T am not referring to the top people. 
Mr. Hollister or the President or anvbody of that kind. As T have said, 
T think they are misled. They are too busv. We all know the terrific 
burdens that they have onthem. Thev can’t dig intothesethines. But 
down the line—and here T exclude the majority of the old-line Foreign 
Service career officers—vou get these hordes of bureaucrats who have 
come in on the situation. They want just such a thing as this proposal, 
then they wonld have ce omplete “flexibility.” no restraints. They would 
he able to spend this money in any way, shape, or manner they chose. 
Thev would be sure of it over a period of vears. 
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[t would be entrenching this bureaucracy and we would never get 
it off our backs. We would have it like the old man of the sea. Hav- 
ing been a bureaucrat, I can speak about it. 

Chairman Hays of Arkansas. The Chair will assume that the com- 
mittee would like to proceed under the 5-minute rule. Unless there 
is objection, I will not be too rigid in it, and will allow a few minutes 
over that where a line of questioning has not been completed. 

We will try, though, to give everybody a chance. I hope we can 
stick pretty ¢ losely to the 5 minutes. Mr. Carnahan. 

Mr. Carnanan. Thank you, Mr. Chairman. Mr. Braden, do you 
feel that there does exist both the national communism and the inter- 
national communism that you spoke of in your statement / 

Mr. Brapen. I think they are largely one and the same thing. In 
the final analysis, of course, there is a difference such as you have as 
between Tito and Khrushchev or his predecessor, Mr. Stalin. 

I think that we have been prone to make a differentiation and give 
credit for some honesty and deceney to the so-called national Com- 
munists of which they are not deserving, 

Mr. CARNAHAN. Then vou believe that all Communists really hold 
to the international Communist concept 4 

Mir Brapen, I think they hold to the concept that thev are going 
to establish communism as a worldwide proposition, that they have a 
deep seated hatred for the United States and they want to destroy the 
capitalistic system, the private enterprise system and the United States 
‘is the exponent of those systems, 

Mr. Carnanan. Do you feel there might be different sources of 
eventual leadership for the international Communist concept oth er 
than the U.S.S. R.? 

Mr. Brapen. Well, I am not sufficiently in the know to be able to 
say that Mao Tse-tung might be the one to take over at a given point 
rather than it being a Russian or a Pole. But T don’t think it makes 
any difference in the final analysis. 

Mr. Carnaran. On page 12 of your statement, where you have ex 
pressed the fear that our foreign-aid program will impoverish us 
and then you say, “Perhaps, it is this thought, coupled with the fact 
that so much remains to be done for our own people here at home, 
which now begins to stir our taxpayers,” what in particular did you 
have in mind when you say “So much remains to be done for our 
people here at home”? 

Mr. Brapen. It would take me a long time to list everything. But 
perhaps [can illustrate it most vividly by saying that from the win 
dows of my apartment in New York on East 72d Street, we can look 
out in four directions, I can go to any one, north, south, east, or west 
windows and look out over slum areas where there is real poverty and 
real suffering. 

I can ilustr: 4 it by the case of the cleaning man that Mrs. Braden 
had coming in. I had to use influence in ever w: av, as a trustee of the 
Dry Dock Savings Bank with all the hundreds of millions in mort 
gages that we have and some little political influence that I was able 
to bring into play, to get this man, who had a wife and six children, 
living in a two-room, cold-water flat, where the toilet was in the 
public hall without even a sereen around it, no heat, windows broken 
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and unable to get them repaired, he couldn’t afford to pay for it him- 
self, he brought me the official written reports of the rats that infested 
the place, so that they genuinely worried about the baby in the family 
and protecting the baby against rats, and that was in New York City 
2 years ago—— 

Mr. Carnauan. What do you think would be the remedy for a 
situation of that type? 

Mr. Brapen. I think instead of our going out all over the world and 
going in with oftentimes perfectly useless projects if that money were 
kept here and were used either in reduction of the debt, therefore 
lightening the burden of the taxpayers or a lowering of the tax, I 
think we could expect more investment in building, for ‘instance. You 
have a situation right today, as I understand it, where the United 
States Treasury is very much worried about redeeming the F and G 
bonds. 

I know that you can take the A bonds at 214 percent and sell them 
today at 93 and turn right around and buy other equally good bonds, 
66/67 bonds, 214 percent at 9014 

Our Treasury faced with proble ms of that kind certainly could use 
some of that foreign aid money to get rid of the debt, which would be 
very much to the advantage of all of us. 

Then if you extend out from New York City into the question of 
roads, into the question of hospitals, schools, all of the various needs 
that we have in this country, and God knows they could be listed in 
great length. 

Mr. Carnanan. Would you recommend spending what we are spend- 
ing on foreign aid for some type of a relief program for such families ? 

Mr. Brapven. I would not. I would suggest the reduction of debt 
and the reduction of taxes. With the reduction of taxes, then some 
of us will have enough money left over to put into investments which 
will create buildings, will create the things that we now lack. That 
is the way I would do it. 

I wouldn’t go to Government spending here any more than to Gov- 
ernnment spending abroad. 

Mr. Carnanan. Then you are not particularly favoring or arguing 
for some type of a relief program to relieve the situation that you 
have talked about ? 

Mr. Brapen. Not a Government program, no. I believe in charity 
being done by individuals not by Government. 

Mr. Carnauan. You believe charity begins at home? 

Mr. Brapen. Yes. 

Mr. Carnanan. And you believe it ends there ? 

Mr. Brapven. Subject, as I say, to a modest program as an incentive 
and on a decreasing scale. 

Mr. Carnanan. On page 18, you, in saying that you think that 
private investment would be sufficient any place in the world, say: 

But the unfavorable investment climate in a given country is perhaps the real 
deterrent to increased private investment. 

What are the private concerns doing to improve the climate for 
investment ? 

Mr. Braven. The private concerns can’t increase it because it is up 
to the local governments and people to increase it. But there is very 
little incentive given to investors now in some places. 
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Take a Latin American government that is getting a handout from 
the United States to go ahead with a program of public works, or 
whatever they want to do, and where the particular heads of that 
government get all the kudos of spending that money and all the 
power that comes from spending it, he is not interested in getting 
private investment money into his country. Why should he? 

So he is creating a bad climate, and we indirectly by supporting him 
are creating a climate which is against private investment and dis- 
couraging private investment. 

Mr. Carnanan. You say that private industry can do nothing to 
create the proper climate abroad ? 

Mr. Brapen,. All they can do is go to the foreign country and say: 

Now, we would like to come in with so many millions of dollars, providing we 
have these assurances and guarantees. 

But it is very hard for the private investor to do that today, par- 
ticularly when our own Government agrees so frequently to not merely 
expropriation but the confiscation of private property abroad. 

The more that that is spread, the more discouraging it is to private 
investors to go abroad. You have to get the individual country to say, 
“We want private capital in here.” When they do that by acts as 
well as words, private capital will come in, 

You have a very good example of that in Peru, where the Peruvian 
Government went back in 90 percent or more to the private enterprise 
system. They established such guarantees and a favorable invest- 
ment climate that private investment money began to flow into Peru. 
Peru is one country in Latin America that has really prospered. 

Mr. Carnanan. On page 23, when you are spe: aking of the total 
assessed valuation of 17 of our biggest cities in the country, how did 
you arrive at that figure ? 

Mr. Brapen. I arrived at that from Moody and Poor’s Municipal 
and Government Manual and the World Almanac. In fact, in the 
Boston speech that I asked lg have made part of the record I made 
the same comparison a year ago. It is interesting to note that the 
number of cities has now gone up from 13 to 17 in 1 year’s time. 

Mr. CarnaHwan. You mean, it takes more cities—— 

Mr. Braven. I got it from Poor’s Manual. I got it from various 
authoritative sources. It had to come from different sources because 
there wasn’t one that had it all. 

The one question that I was worried about when I gave that figure 
was that we know, for instance, in the past the New York appraisal 
of real estate was lower than the actual value. 

However, on the overall average I think it works out pretty accu- 
rately, because the New York State board made a study of it and said 
that on the average the present values represented the true value of 
the properties. 

Mr. Carnanan. What percentage is the assessed valuation of the 
true value of the property in these 17 cities? 

Mr. Brapen. I would say on the average it comes out to the assessed 
values. 

Mr. CarNnaHan. You mean, in the 17 cities the property is assessed 
at its real value? 

Mr. Brapen. Yes, on the average. In some places it will be below, 
and in other places it is above. 
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Mr. Carnawan. Did you get the assessed valuation for the entire 
United States? 

Mr. Brapen. I took it for these cities. I had our bank statistician 
dig out the facts and figures. It varies from city to city because in 
some cities you only have the real estate; in others you have real 
estate plus personal property. This statement is an approximation, 
but judging by the New York board’s statement, it is pretty accurate. 

Mr. Carnanan. Your statement then is that in a 10-year period 
we had spent 60 

Mr. Brapen. By June 30 we will have spent about $60 billion. 

Mr. Carnanan. In a 10-year period we have spent what you say is 
the assessed valuation 

Mr. Brapen. Of the 17 biggest cities in the country. 

Chairman Hays of Arkansas. Mr. Bentley. 

Mr. Bentiey. Thank you, Mr. Chairman. Ambassador Braden, I 
enjoyed your statement. Like my friend from Wisconsin, it comes to 
me somewhat as a surprise but albeit a pleasant one. 

I would like to confine my questions to Latin America where you 
of course are an acknowledged expert. I wonder if you could tell us 
over the past 10 or 15 years to what extent you believe our military 
and economic assistance programs in Latin Ameri ica have contr ibuted 
to the maintenance of the various dictatorships in that part of the 
world. -Some dictatorships are still there. We have just seen the 
disappearance of Rojas Pinilla lately. Some have gone earlier. 

In answering that question I would hope you would call upon your 
own personal experiences to whatever extent you feel able. 

Mr. Brapven. During the period that I was Assistant Secretary of 
State and had something to do with the control of policy, I got incor- 
porated into the policy : statement for Latin America a statement to 
the effect that we had a great desire for friendship and cooperation 
with those governments that are freely and periodically elected by 
the consent of the governed. 

I put that policy in especially because we have our nonintervention 
agreements. That is a topic in itself, as to what constitutes interven- 
tion and what doesn’t. But, nevertheless, we had that general com- 
mitment there. 

I maintained that in the case of, let us say, Trujillo, Rojas Pinilla, 
or any one of the various dictators, we would show our lack of friend- 
ship by noncooperation, our friendship with the other countries by 
cooperating with them. Therefore the Institute of Inter-American 
Affairs, when I was Assistant Secretary, was disposed to give help to 
a genuinely democratic and free government along the lines that I out- 
lined to Mr. Smith and not to the dictators 

That is my personal experience on it. ‘T think we have done great 
harm in many cases, as for instance Argentina. This is something 
I can be particularly bipartisan about because both the Democrats and 
the Republicans made loans to Peron, and I think it was very un for- 
tunate in both instances. We gave him kudos. We enormously irri- 
tated and antagonized the genuinely decent people of Argentina who 
were our friends. But they just simply couldn’t understand why we 
were handing out loans of $125 million and $60 million to Peron. 

Mr. Bentiey. Those were government-to-government loans? 

Mr. Brapen. Yes. Strictly speaking, they weren't government to 
government in that Peron did it through the banks. He was able, 











MUTUAL SECURITY ACT OF 1957 307 


therefore, to preserve a fiction in announcing to the people that he 
had not borrowed from the United States, that it was the bank, that 
it was a bank deal and not government to government. It was actu- 
ally government to government. 

Mr. Bentiey. And that example has been repeated in other Latin 
American countries / 

Mr. Brapen. Yes. We are giving loans in other Latin American 
countries, credits, foreign aid. For instance, we have foreign aid go- 
ing to V enezuela and the Dominican Republic. 

Mr, Bentiey. Colombia, of course / 

Mr. Brapven. Yes. In Caracas, Venezuela, we have a somewhat dif- 
ferent situation. There they ae money flowing out of their ears. 
Just the day before y esterday, I discussed a business matter with an in- 
surance company going into Venezuela. ‘They wanted to bring in some 
Venezuelan partners and they said, “We will set up a company of 
$4: 50,000, and you gentlemen can have $100,000 investment, $25,000 
each,” and the 4 Venezuelans replied, “Don’t be silly. Not one of us 
will touch an investment of less than $100,000." They have so much 
money down there that they don’t know what to do with it sometimes. 
Yet we are going in and giving foreign aid. Why? 

Mr. Benriey. That is a good question, Mr. Ambassador. Another 
question. On page 15, you refer to what 1 presume are the present 
leaders of Bolivia as being Marxists. I wonder if you could elaborate 
on that ? 

Mr. Brapen. Paz Estenssoro who is the leader of the MNR, that is 
the National Republican Movement, during the war was playing hand 
in glove with the Nazis and with Peron. With the ending of the war 
he shifted over and played with the Communists. In Bolivia you had 
a curious condition which perhaps in a way answers your question 
between national and international communism, there you had a whole 

variety of Marxists working together. You hs id Trotskyites, Stalin- 
ites, you had people who just said they were Marxists and didn’t pre- 
tend to follow any one leader, but they all worked together. They put 
out a declaration which was complete aly C ommunist, and Paz Estens- 
soro was one of those who publicly declared he was a Marxist. We 
proceeded to go in with aid, and we are supporting that country today. 

Nuflo Chavez, the Vice President, is a well-known Communist. 
Lechin, who is the most powerful man in the country today, is the head 
of the labor movement there, made a public speech in which he said that 
what Bolivia had done in the confiscation of the mines and the taking 
over of agricultural properties was far more radical than anything 
that had been done in Communist China. When you get somebody 
who boasts he is more radical than Communist China, I think he is 
getting pretty far to the left. Those are public statements. 

Siles Suazo, who is the president at this time, is probably less to 
the left than the men I have mentioned. He was wholeheartedly MNR 
before. At this moment he tolerates the complete control of the press, 
the destruction of the army, and the taking over by a peasant “militia,’ 
as they call them, the arming of these peasants and the imprisonment 
of any opposition, and there has been torture and murder frequently 
connected with it. With all that going on they tried to run the tin 
mines that they confiscated. They have made such an utter mess of it, 
and the country got into such a jam, that they simply can’t survive un- 
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less we give them our foreign aid, our support, which we are doing to 
the tune of many millions of dollars a year. 

I think for us to support a government comprised of Trotskyites, 
Stalinites, various Communists, Marxists and some plain ordinary 
crooks, which are liberally sprinkled in with them, is perfectly out- 
rageous. 

Mr. Bent ey. I thought that statement of yours did need elabora- 
tion and you have done it very well. 

Chairman Hays of Arkansas. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. Mr. Braden, we have en- 
joyed your statement very much. I might say that I agree with a num- 

er of the suggestions that you have made. I was interested in your 
comments of the substitution of private capital for foreign-aid funds. 
As a matter of fact, I introduced a resolution at the beginning of this 
session 

Mr. Brapen. [am familiar with that. 

Mr. Sevpen. This resolution, if adopted, will set up a commission 
to study foreign-trade problems. Are you familiar with that reso- 
lution ¢ 

Mr. Brapen. I haven't studied it, but I have read it. 

Mr. Seitpen. Would you favor such a commission, sir? 

Mr. Brapen. I would in this particular case, although, frankly, 
when it, comes to the foreign-aid problem, we have had so many com- 
missions, one overlapping the other, that I get really quite frightened 
at the thought of another commission. On the other hand, this is a 
problem that ought to be explored to a finality. There is no question 
in my mind on that. 

Mr. Sevpen. I might say that a special subcommittee, of which Mr. 
Hays is chairman, has reported the resolution favorably. I hope that 
the full committee will take it up at some time in the very near future. 

Chairman Hays of Arkansas. Mr. Pilcher. 

Mr. Pitcuer. Thank you, Mr. Chairman. Mr. Braden, of this 
$60 billion, how much of that went into the Marshall plan ? 

Mr. Brapen. I don’t remember the figures offhand. But, as I re- 
call, somewhere around $18 billion; $17 billion or $18 billion. That is 
my guess on it. I, frankly, when it comes to the figures, have not tried 
to make any segregation because every time that I read some of the 
statements coming out of ICA I become even more confused. 

Mr. Pincuer. Don’t you think that the Marshall plan was worth 
something for the restoration of Western Europe? 

Mr. Brapen. Everybody in Government seems to think it was. I 
exaggerate when I say, “everybody.” It is in all of the statements 
that are made. I personally am not convinced that it was as wonder- 
ful as is generally thought. From what I have heard from European 
friends, what I haw heard in connection with the expenditure, for 
instance, for a most magnificent railroad station in Rome, which really 
didn’t help the people. From a number of my European friends, it 
is my understanding that much of our aid didn’t get through to the 
people. On the contrary that a lot of people enriched themselves and, 
in fact, some of the—I don’t know whether to call it “hot money”— 
but money that is coming to the United States from Europe really 
flowed right out of the Marshall plan. 

Mr. Pitcuer. Don’t get me wrong, because I agree with your state- 
ment about 90 percent. I am free enterprise. At the same time, I 
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get confused. You talk about the slums in New York. As far as that 
is concerned, you can find the same thing within three blocks of the 
Capitol. 

Mr. Brapen. You find it all over the country, rural as well as urban. 

Mr. Pincuer. In 1929, if I recall it, there was about 90 percent of 
the wealth of this country in the hands of about 10 or 15 percent of the 
people. That was the height of free enterprise. There were more 
slums in this country by far then than there are today. What is the 
answer ¢ 

Mr. Brapen. When you say that it was the height of free enterprise, 
I am not entirely convinced it was. I think we have been going 
through a socialization process this entire 20th century. For instance, 
when we speak of slums, I know that in the twenties there was very 
little temptation for the ordinary investor to go into real estate in New 
York because of the rent laws that we have had there. As a result of 
that, there was no new building to speak of for the modest-income 
class, middle or lower income classes. 

Mr. Pincuer. Just where the middle line is nobody knows. But 
take the South before we had REA. REA is supposed to be socialistic. 
All the money was in the hands of a half-dozen people in any com- 
munity. Itisa lot better today. 

And, in South America, the countries that have been run by the 
dictators, or by the government before we started meddling down there, 
why is it that there is so much wealth in one little spot and so much 
poverty in the other? I have never seen so much poverty in my life 
as in South America, and as much wealth in certain places. 

Mr. Brapen. You can’t always put that on the basis of the dictators. 
Take Trujillo. He is a terrific dictator, perhaps the worst we have 
had in Latin America. Yet when you go to Ciudad Trujillo, you will 
find better paving, better schools and hospitals than almost anywhere 
else. That appears to be an argument in favor of dictatorship, which 
[ am not making as an argument, but it is a fact which can be 
brought out. 

Mr. Pincuer. I agree with you that this ICA program is bogged 
down in places. I was in practically every South American country 
last fall. I went on my own. In one country that you mentioned 
down there, whose economy is not as large as some of our States, we 
had 175 employees in 1 office all running over one another, Some of 
them in the higher brackets didn’t know what the job was, hardly. 
It was utter confusion. 

That is what confuses me when I go to voting money for the mutual 
security. You don’t know how it is going to be spent. 

Mr. Brapen. The degree of that ¢ -onfusion and the ine rease in staffs, 
there being some things to my mind. I vividly recall in 1938 when 
I was Ambassador at the Chaco Peace Conference, my delegation was 
costing about $40,000 a year to get this peace treaty. It was essential 
that we get it, otherwise Argentina, Brazil, and Chile would have 
become involved had there been a renewal of the war. 

i received a letter from Cordell Hull in which he said: 

You have to get this peace treaty and get it in double quick time because the 
budget for the State Department and the Foreign Service has gone up from $15 
million to $18 million per year, and we just can’t have that extravagance. 


That was Cordell Hull in 1938. That is not too long ago. 


92022—91 pt. 3 








310 MUTUAL SECURITY ACT OF 1957 


When the war came on, with others, I had to ask for an increase 
in staff. But when I was in Cuba, in 1944, and, mind you, we are 
buying all the sugar Government-to-Government, the inspection, ship- 
ping of the sugar, minerals, we were controlling ‘all of the ship move- 
ments throughout the Caribbean, all of the different war work, assist- 
ing the Cuban Government on their price control, any number of dif- 
ferent chores connected with the war effort that we had to do in the 
Embassy, nevertheless in 1944 I began reducing my staff at the Km- 
bassy in Habana by simply not asking for replacements. 

To the best of my recollection, we got up to a staff of about 100 in 
Habana. After all, Habana is an important post, particularly in view 
of all this war work. Now the staff of that Embassy should be smaller. 
While it is true on visa work there would be an increase now, I don’t 
think of anything else where there should be an increase of staff. 
That staff (including some military mission personnel) is up to 290 
today. That is perfectly unbelievable. There is no rhyme or reason 
for an increase like that. 

As I look at Colombia and the other places where I have served, 
and at the State Department, I know that it is just wasting the tax- 
payers’ money to have this kind of overstaffing. 

Going back to your previous question, as between private enterprise 
and Government, I made a reference in my opening statement to 
Guatemala. I had an illuminating experience right after the Com- 
munists were thrown out of Guatemala. 1 say we were not the ones 
who got rid of those Communists, primarily. There again, not that I 
defend dictatorships, it must be recognized that it was Somoza, the 
President of Nicaragua, who largely helped Castillo Armas in getting 
vid of the Communists in Guatemala. Immedi: ately after Col. Castillo 
Armas got rid of them the Department of Justice came out with an 
antitrust suit against the United Fruit Co., demanding that the com- 
pany divest itself of various interests. 

When it comes to the fruit company operations, Mr. Pilcher, did 
you go through Honduras and see that tremendous job they have done 
there? It is a great engineering project. They have taken 46,000 
acres of the most horrible waste swampland imaginable, not worth a 
penny, even the mosquitoes could hardly live in it because it was so 
bad, and made it into the most valuable banana farms in the world. 

Shortly after the Communists were thrown out of Guatemala, I 

came to Washington and they called up from the State Department 
to ask if they could consult with me. The "vy came out to the Uruguayan 
Embassy, where Mrs. Braden and I were visiting. The consultation 
was that they had gotten an appropriation of $16 million to go in with 
our foreign aid to help Guatemala. They could do a little bit in finish 

ing the Roosevelt Hospital which had been started back during Presi 
dent Roosevelt’s term and then had been stopped. ‘They could do 
something on the road—the Pan American Highway— excepting it 
would take a year to get going on it, to get the bulldozers and tractors 

and whatnot up there to it. 

They were really in hell’s hole—6 million was the figure at that 
point, the 16 came later—$6 million, but they said they really had been 
saved from a very embarrassing situation, thanks to the fact that the 
drought in Guatemala had destroyed the corn corp and therefore we 
could give them corn, and that was going to save our face on the 


foreign aid. 
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What they wanted to consult with me about was whether I could 
think up some other way for them to spend more money or give more 
money to Guatemala. 

I said, “I think you are all wet in your approach on this proposi- 
tion.” I said, “I don’t know whether the United Fruit Co. is willing 
to do it today,” and I described that great development in Honduras, 
“but,” I said, “about 5 or 6 years ago Mr. Zemurr: ay, then president of 
the United Fruit Co., went over with me the plans that had been 
drawn up for going in at Tiquisote, on the Pacific side of Guatemala, 
and spending about $25 million in rehabilitating that whole area, put- 
ting banana farms back in production. On the Atlantic side all down 
the valley running to Puerto Barrios on the coast, the company had 
plans to put in a series of huge terraces practically plateaus. This 
would be a brand new operation, and again just as in Honduras, a 
great engineering project. The cost would be about $35 million on 
the basis of caleulations made along about 1949. But the Communists’ 
control of Guatemala had made it impossible for the company ever to 
get anywhere on that plan. 

I said to the State Department people “Castillo Armas has gotten 
rid of the Communists. Now you must get rid of this per fectly idiotic 
antitrust suit. It would be more sensible to split the New York Tele 
phone Co. into five different companies, one for each borough in New 
York, than it would be to try to split these farms and holdings of the 
fruit company. 

“I would suggest that one way to get rid of that lawsuit is to have 
somebody like Herbert Hoover, Jr., who is ac tive, energetic and knows 
business. Let him be given full power by the President to get rid 
of that lawsuit. So soon as he has done so, I will guarantee that vou 
could go down to Guatemala and on the basis of the fruit company 
agreeing with the Government on an improved contact such as they 
already have in Honduras, Costa Rica and elsewhere, you would im- 
mediately get instead of $6 million as an expenditure over the next 
few years, a minimum of $60 million. A small part of this sum would 
go to the purchase of bulldozers, trucks and equipment, a small part 
to engineers, but most of it would be spent right in Guatemala. The 
production of bananas would be increased on a very significant seale, 
and under the new agreement the Guatemalan Government would get 
a third of the profits, plus all of the other perquisites and substantive 
employment and higher living standards for the people as a whole. 
You would be doing an aid job of the first magnitude there instead 
of doing what we had done since then, of going along on a piddling 
basis, handing out a few millions of dollars of taxpayers’ money each 
year.” There is concrete evidence why private enterprise can do the 
job better than Government to Government. 

Mr. Pitcuer. One short question. If it was left with you entirely 
vou said in your statement that you were not against mutual se- 
curity—just what form of mutual security would you be in favor of ? 

Mr. Brapen. I would go back to the basis we had in the Inter- 
American Institute of modest amounts given on the basis that we 
would start by putting up as high as, say, 80 percent, the recipient 
putting up 20 percent, and a year later we come down to 60, 50, or 
whatever would be the right amount. Theirs would increase. We 
would go in purely on an incentive basis to get them started, so they 
would realize some of the benefits. 
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Even that method won't always work. There have been cases when 
we have drawn up the agreement, the local government has said, “We 
are not interested in that,” and they stop all contributions. That could 
happen. 

Mr. Pincuer. Thank you, Mr. Chairman. 

Chairman Gorpon. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. Mr. Braden, I have been 
interested in your remarks, which I construed as being largely a criti 
cism of administration. 

Mr. Braven. It is a criticism of the whole foreign aid proposition, 
and both Democrats and Republicans alike are responsible. 

Mr. O'Hara. Mr. Braden, IT have before me a clipping of the New 
York Times of yesterday. It is on the first page of the financial sec 
tion. This article is devoted to the aid that we have had at a time when 
our own domestic economy was slipping from our export business. 

I was interested to find that at this time when our domestic economy 
is very badly slipping, we are being held up by the increase in our ex- 
port business. Our foreign sales now take 20 to 25 percent of this 
country’s output of wheat, rice, cotton and tobacco, er 10 percent of 
its coal, 15 to 20 percent of its heavy machinery and vehicles. 

Are we not to give some credit for this to our foreign economic aid ¢ 
Mr. Brapen. I don’t know what the figures are. I haven't seen that 
‘ticle. 

Mr. O'Hara. This is in the New York Times’ financial section. 

Mr. Braven. I haven't seen penne ‘'s Times. I came down Satur 
day night from New York. I don’t know what an analysis of those 
figures would mean when you split them down. 

To the extent that the people in the foreign countries are buying our 
exports with their own money and that money resulting from the work 
that they themselves have done, of course, it is a beneficial thing and I 
am all for widening trade in every way we can. I always have been. 
But when you mean our foreign aid program, I am not at all sure 
that is helpful if it is the money that we have sent abroad and they 
simply are using th that we have give n them in oreants in order to 
buy our products. Then I don’t think that we can get very enthusiastic 
about it. 

Mr. O’Hara. The figures answer that. There has been an increase 
of 25 percent this year. We have not increased by 25 percent our 
foreign aid. 

Mr. Brapen. We have been pouring out overseas the $60 billion for 
10 years, to which I have referred. Parts of that vast sum have been 
accumulated and could now be spent to buy our exports. 

Mr. O’Hara. Building them up into a higher buying economy. 

Mr. Braven. I am not convinced of that. I am just looking in my 
briefcase here to find an analysis bearing on this. 

Mr. O’Hara. Because the time is slipping by, may | skip hurriedly 
to another matter. 

Mr. Braven. To answer your point in the New York Times, there is 
one statement that I want to read to you. There is a table in the re- 
port to the President by the President’s citizen advisers on the mutual 
security program—I believe it is otherwise known at the Fairless Com- 
mittee—and they have a table, Estimated International Transactions 
of the United States, Fiscal Year 1956. The left-hand column is, 


a 
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United States Expenditures Abroad, and the right-hand column is, 
United States’ Receipts from Abroad. 

In explaining this table there is this paragraph: 

As is usual in balance-of- -payments tables certain assumptions are made to 
facilitate the double-entry presentation. Thus the dunativ » a foreign country 
of ammunition from one of our arsenals in the U nited States i is shown even though 
no money changes hands, as a military grant on the expenditure side of the 
table— 

I go right along that that is clear— 

as an equivalent export of military goods on the receipt side. Naturally, the 
two sides always balance. 

Iconcur. Naturally, they do. 

But why when we give away arms to another country, we put that 
down as a credit to the United States, as a rec eipt for the United States 
from abroad. I don’t know. 

Mr. O'Hara. Wouldn’t you say that we make an investment im 
foreign aid hoping that by building wp the economy in backward area 
we will get continuously increasing benefits in broadening markets 
for our products?) When we find this year that our exports have in- 
creased 25 percent, wouldn’t that seem to you as an indication that our 
thinking was not all wrong? 

Mr. Brapen. Not necessarily. Lam not convinced. In fact, it hasn't 
been stated that United States exports are a main reason for our foreign 
aid. My impression from everything I have read, the President’s 
statement, the Secretary’s statement, Mr. Hollister, all the others, is 
that the main reasons alleged for our foreign aid is to win us friends 
and to give us security against Soviet aggression. Purely incidentally, 
is it mentioned that it would be very nice if we improved the living 
standards and get them up toa point where they will buy more from us. 

I don’t think that you could take those figures for one year and say 
that they result from foreign aid due definitely to an improvement in 
the living conditions of those countries. I am not convinced of that 
at all. 

You have to have a very strict accounting, and go into a great deal 
of detail to make sure that they hadn’t ace ‘cumulated a certain amount 
of money left over from our foreign aid and were using our own dol- 
lars to buy our own produets, and that therefore the receipts that we 
supposedly are getting from that are not receipts in the real sense of 
the word. 

Mr. O'Hara. This would seem to me to be pretty concrete proof that 
Harry Truman was right when he delivered that magnificent, thrill- 
ing, and exciting presentment of point 4. I think he pointed out eX- 
actly what w ould hi appen if we built up the eeonomy in neglected conn 
tries, that then we would get the benefits in increased trade coming 
back. 

Mr. Brapen. I don’t think you would get them from the foreign 
aid grants and loans that we are doing today. I think if they were 
built up on a sound basis of going slowly and not these tremendous 
handouts with all the waste that is involved in it, then I think you 
will get an expansion of world trade which will be worthwhile and 

will remain with us, and it won’t just be 25 percent up this year and 
maybe 25 percent down next vear. 
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Mr. O’Hara. Mr. Braden, as I understood your remarks, and un- 
fortunately you did not furnish enough copies for all the members 

Mr. Braven. Iamsorry. I wassomewhat rushed. 

Mr. O’Hara. I am sorry I didn’t have the opportunity of reading 
your statement. But I understood in your remarks that you w anted 
to go back to the days of private enterprise—would you go back to 
the twenties? You remember how private enterprise did the finane ing 
of Latin America then ? 

Mr. Brapen. I remember very well. We all went crazy during the 
twenties. The bankers, the investment bankers, the industrialists, the 
people who bought the bonds and stocks—everyone and there was great 
suffering as a result. I would point out that there was far more loss 
in the sale of bonds of public utility companies in this country than 
there was lost in all of the bonds sold from Latin America. I think 
that we have now come back to where public utility financing can be 
done in this country; it is done every day. Some reforms were in- 
troduced that were necessary. I believe in the SEC. I think it was 
a good thing to have the SEC come in. I don’t propose we go back 
and eliminate the SEC or FDIC. There were a lot of things that we 
learned from the crash and depression. 

But I do envision that government-to-government financing and the 
handouts to Latin America or anywhere else are fundamentally wrong 
and bad, and that it can better be done with the private- enterprise 
system and with the private financing, just as I outlined to the chair- 
man here before; the necessity for countries to establish good credit 
by their own efforts and good faith. The countries themselves must 
balance their budgets and live within their means. Then I think 
you will get a stable economy which will endure, and I don’t think you 
will get an economy that will endure from these government-to-gov- 
ernment grants. 

Mr. O’Hara. Mr. Ambassador, isn’t that the voice of the Manion 
Forum rather than the voice of experience in the twenties? 

Mr. Braven. No. 

Mr. O’Hara, When our people invested billions of dollars, including 
trust funds in banks, on the recommendation of the bankers, for Latin 
American loans and not one cent came back from those billions of dol- 
lars put in, do you advocate going back to that ? 

Mr. Brapen. I have stated here today that the loans that I had to 
do with in Latin America were all paid off in full. I had to do with 
a great many loans, the $20 million that I mentioned in Chile, with the 
$5.5 million of the Santiago municipality, with $25 million in Bolivia. 
T had to do with a lot of those. There were other large loans paid in 
full and almost all others in part. 

In 1926, when some of these governments came up here, came to me 
and said, “We would like to get you interested in going along and help- 
ing us get financing for these,” I said, “No, thanks.” 

I remember on the Bolivian loan that was put out after the loan 
I had been connected with was paid off, a friend of mine called me up 
and said, “I have been offered some of these bonds. Should I take 
them?” I said, “I will tell you. The best way to answer you is that 
if you will give me one of those bonds and tell me now over the tele- 
phone that you are giving me that bond, I will have sold it before 
the bond is delivered, even if you send it over by a messenger. That 
is how unsound it is.” 
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There were great mistakes made. I agree with you. We all went 
crazy in that period of the twenties. You can’t damn the whole enter- 
prise system because of the mistakes that were made in the twenties 
and say we have to eliminate it forever. 

I accept the reforms as desirable, as in the case of the SEC, and 
some other things. All I say is if people had used a little discretion, 
not gone completely haywire at that time in the twenties, you would 
have a much better setup financially than we have today with all the 
governmental intervention. 

The government-to-government loans, especially the soft ones, and 
the grants are demoralizing and far less sound than private investment 
in general. There is a sort of Gresham’s law; bad loans, credits, and 
grants drive out the good ones. 

Coming back to that period of the twenties, I would say that in 
many cases our loans are no more sound as made by the Government 
today than were those made by the private bankers at that time. 

Mr. O'Hara. That is administration ; isn’t it. 

Mr. Brapen. That is administration. It is both administrations, 
Democratic and Republican alike. I happen to be a registered Demo- 
crat. But I must recognize that the Democrats made just as many 
mistakes as the Republic ans, and vice versa. But mistakes are being 
made. The accusation has been made in public, and it has never been 
denied—I haven’t personally investigated the situation—that actually 
in Bolivia as of today we are giving grant funds to Bolivia wherewith 
to pay the service on their debt to the United States. That is the 
American taxpayer is paying to himself the service due him on 
Bolivian loans. That accusation has been made in what are known as 
the Hanson letters published here in Washington. 

If anyone had done anything like that in the old days, the private 
banker would have gone to jail for it. We are doing much worse than 
that. The same accusation is made in respect to other countries. I 
don’t think the present system of governmental grants and loans is 
any more moral or any safer or any better, or any freer from all these 
abuses; and I agree with you completely there were horrible abuses 
back at that time. I was one of the loudest in protesting about it at 
that time. But we are doing practically the same thing, plus the fact— 
at least, in those times if the private banker sold some bonds and got 
his investor into bad bonds or other securities, he only lost his client. 
But that client didn’t have to buy the securities unless he wanted to 
do sO. 

If an industrialist went into a country, he went in with the approval 
of his board of directors, and he was subject to the stockholders in- 
vestigation and ratification at the next annual meeting. 

Todey, none of us taxpayers hes a word to say about what is done 
with our money, because these bureaucrats that have taken over, and 
it isn’t at the top, it is down the line, this horde of bureaucrats have 
taken over and they are not acting as trustees for the taxpayers’ money, 
they are spending it for their own enjoyment, their own aggrandize 
ment, their own ends. 

Mr. O’Hara. What is your appraisal of the Export-Import Bank? 
[ judge from your remarks it is not too favorable? 

Mr. Brapen. No. The Export-Import Bank and the International 
Bank, I think, have done an astonishingly good job, particularly when 
it is considered they are governmental organizations handling this 
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kind of thing. I have greater respect for those two or gwanizi itions than 
I have for almost any other part of Government, and certainly no 
comparison with the ICA. 

Mr. O’Hara. That was the opinion of all the members of the Bank- 
ing and Currency Committee. We all thought the Export-Import 
Bank was are a great job. 

Mr. Braven. They have made some mistakes, sure. They couldn't 
loan out the sums that they have without making some mistakes. 

Mr. O’Hara. You have doubts about the advisability of the proposed 
new international bank to make speculative risk loans? 

Mr. Branen. I don’t think a bureaucrat has a right to take the tax. 
payers’ money for risk capital at any stage of the game. 

Mr. O’Hara. When the matter was before the Banking and Currency 
Committee I asked Secretary Humphrey if one reason for the pro- 
posed new bank was to encourage consumer credit. He thought that 
might be possible. I asked if he believed in consumer credit. He 
said that he did because it teaches people to save. He said they might 
not save their money to put it away as readily as they would save 
to pay the installments on their debts. 

Mr. Braven. d don’t know about that situation. As a trustee of 
the Dry Dock Savings Bank, I am worried about the diminution of 
savings this year, which began last year in the United States. And 
just on that point, I took up a few years ago—I am sorry I didn’t 
bring the calculation down with me—I had a calculation made as to 
the purchase of a Chevrolet car by a man who, instead of buying it on 
time, as so many people do, saved enough money to go in and buy the 
Chevrolet for cash. In this way the difference came to about $191 
on a Chevrolet. The man would be that much better off: instead of 
saving to meet the indebtedness on the time payments he would re- 
ceive interest on his deposits and could say, “I am going to buy a Chev- 
rolet car next and save to do it. He would be $191 better off on that 
car.” 

We put a display in our window at the bank on Lexington Avenue 
in New York showing that calculation 

Mr. O’Hara. I appreciate this opportunity of chatting with you. 
I do feel very apologetic, Mr. Chairman, for having taken so much 
time. 

Chairman Gorvon. They are important questions. Mr. Coffin. 

Mr. Corrin. Mr. Braden, I would like to talk a little bit with vou 
about some of the implications of your testimony. T take it that vou 
would have us immediately stop all aid of any sort to Yugoslavia ? 

Mr. Braven. T certainly am opposed to that. 

Mr. Corrry. You would also immediately call a halt to any nego 
tiations we might be having with the Polish Government ? 

Mr. Brapen. Yes. 

Mr. Corrmxn. Would vou also immediately pull all our aid program, 
our technical assistance people out of India ? 

Mr. BRADEN. As T said at the heoinnine of mv statement T like to 
stick to Latin America because T am not an expert outside of 
Frankly, with all the statements that have been made by Nehru, and 
what I see being stated there right along. I would take a very close 
second and third look at that before I would give anv more monev to 
Tndia or Indonesia or any of those countries who seem to be plaving 
footsie with the Communists and with the Soviet and seem to delight 
in damning us despite the aid we have given them. 
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Mr. Corrin. In the countries in the Middle East, Jordan, Lebanon, 
what would your attitude be with regard to grants or loans, soft loans, 
to those countries ? 

Mr. Brapen. I certainly wouldn’t go in for the soft loans. If I 

can go back a way, we have what has been called the Eisenhower 
doctrine in the Middle East, which comprises loans and grants, plus 
the special $200 million, as something which Mr. Richards has taken 
over there. All of which takes me back to the Truman doctrine. 
Prior to that we had only had one doctrine in our entire history, the 
Monroe Doctrine. So we are getting way up on a high diplomatic 
plane when we issue a doctrine. That is really something. I main- 
tained at the time of the so-called Truman doctrine that our procedure 
had been wrong. We should at least have given a chance for the tried 
and proven, diplomatic procedures of the past to work. If you re- 
member, I think it was March 13, 1947, that General Marshall, who 
then enjoyed all of the tremendous prestige and kudos of his handling 
of the war, as Chief of Staff. He had become Secretary of State, and 
was in Berlin on his way to Moscow for the Top Four Conference 
there, when President Truman announced his doctrine with respect 
to Greece and Turkey. General Marshall arrived in Moscow. He did 
not try to see Stalin until 6 weeks later, just before his departure, at 
which time he called on Stalin. The old diplomatic way of handling 
that situation would have been, immediately that he arrived in Mos- 
cow, to say, “I want to see Stalin.” Simultaneously have the Russian 
Ambassador in Washington called on and told, what Marshall was 
telling Stalin: “Look, this is what is going on in Greece. We don’t 
want to cause you to lose any kudos. We are not going to make a 
public uproar of it if it stops right away. But you darn well better see 
thi . it stops, and stops as of this minute, or else.” 

Based on the experience of the past, I think there would have been 
an excellent chance that the Russians not wishing to lose face, would 
have stopped. At which point we would not have had to go in and 
spend whatever it is we have spent in Greece—$2 billion, or some such 
sum. We wouldn’t have had all the uproar consequent to the pro- 
nouncement of the Truman doctrine. 

If we had anticipated some of the Near East problems, perhaps 
we would not now have need for another doctrine. In connection with 
the Near East and the anticipating of problems, of evils, I discovered 
when I was in the diplomatic service that all the serious problems 
were matters that usually had been going on for years, way back; 
somebody had erred by omission or commission on some particular 
point, and the thing had been able to grow and become aggravated 
until it became a major problem. 

I believe—and this is just memory—that there was a committee—I 
think Representative Smith was on it; wasn’t he? But, anyway, two 
members of the House a couple of years ago went through the Near 
East and came back and sounded an alarm at that time, that some- 
thing had to be done. I don’t remember the exact tenor of their state- 
ment, but I remember reading it. 

I think those procedures of catching problems at their inceptions, 
rather than the spectacular ones, such as the pronouncements of doc- 
trines, and all of that, will bear fruit. At least, we should try those 
procedures before we go to the more violent measures. 
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Mr. Corrtn. Mr. Braden, we are facing facts as they exist with 
the mistakes that may have been made in the past. As of now, what 
is your feeling with regard to aid of any kind to countries in the 
Middle East? 

Mr. Brapen. Frankly, I am not familiar enough with that situ- 
ation to give youa completely informed opinion. Asa layman sitting 
on the sidelines, reading the newspapers—and that is the principal 
information I have, which isn’t sufficient at times—it does puzzle me 
that we should be giving handouts to Iraq and Saudi Arabia, who 
have all of their huge oil wealth. Maybe it was necessary recently 
due to what has hap ened in Jordan. I don’t know. This isa perfect 
instance of paying ioc the sins of the past; we probably would have 
no Jordan problem if after the First World War we hadn't backed 
the Zionists in the establishment of Israel. I know any statement 
] make on that topic will be very unpopular with certain groups in 
this country, but there was the original sin on the whole proposition. 
We are paying for it today. 

T ean’t, as of this moment, say we should give Jordan $10 or $15 
million, or that we shouldn’t give it to them one w ay or the other. 
I certainly was opposed to the talk of the Aswan Dam and giving 
Mr. Nasser anything at that time. I saw no reason for it whatsoever. 
In fact, Mr. Nasser made a statement in the press some time ago, 
before all these troubles, including the Suez Canal, came up, in which 
he said that he was ‘ ‘willing to receive money from the United States, 
not that it did any good.” There is Nasser’s own statement. Why 
should we be giving the money to Nasser? 

Mr. Corrtn. Is it your feeling that these nations in the Middle 
East, in Asia and Africa, are important to our welfare, that is, their 
particular acceptance of or nonacceptance of communism ? 

Mr. Brapen. I don’t think that when we speak of these nations 
and I take the word “nation” in the sense of representing the people 
there—that it really is the nation or the people speaking. I think it 
is the leaders. In our sentimentalism, as I said at the beginning of 
my statement, there is no people more emotional or sentimental than 
those of the United States. We attribute feelings to those people 
which we might have if we happened to be one of the masses in those 
countries. But the masses never go on the march. That is a favorite 
cliché that is used often: “The people are on the march.” They are 
not doing anything of the kind. 

In my opinion—I am judging this based on what I saw in Latin 
i agogs, it is their so-called leaders, who are 
shouting their heads off and saying they will go Communist “unless 
you give us aid, unless you give us some grants that we can spend.” 
As for the grants, some of the money will go into their pockets, some 
of it will go for their political aggrandizement; they are the ones 
who are asking for it, and it is not the people in those places. 

Mr. Corrin. Do you feel there is any danger of people in those 
areas, the Middle East, Asia, and Africa, following dem: igogs? 

Mr. Brapven. I think the people will go along with the demagogs 
of whatever side there may be under any circumstances, wavering 
back and forth, following the ablest demagog, who uses the biggest 
stick. What you actually had in Jordan, according to the papers 
last week, was the Communists—I guess ably abetted by the Egyptians 
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and the Syrians in Jordan—had bought and paid for the Chief of 
Staff and the Minister of War and some of the Jordanians in the Cab- 
inet, whom the King threw out on their ears. Fortunately, he was 
a competent man, able to take over and throw them out. It was not 
democracy at work, God knows, in either case. If they had been left 
alone, they would have created a sufficient force to seize power. Peo- 
ple alws ays go along with the winner. They like to be on the winning 
side. These pro-Communists might have gotten people steamed up 
to follow them; enough of them, at least, to take over. But it wouldn’t 
mean all of the people were influenced. I can’t remember the names 
of these gentlemen—if they are gentlemen—but this general, he would 
have enough people so he could seize the palace and throw the King 
out, but the King beat him to it. 

Mr. Corrry. Getting back to my question in regard to these 3 areas, 
I take it you have no particwar knowledge or information regarding 
the existing dangers of being taken over or subverted by international 
communism as they exist in these 3 areas? 

Mr. Braven. No; I have just what I said I have, including what I 
read in the newspapers. 

Mr. Corrry. Your statement with regard to foreign aid you do not 
intend to apply to situations as they may exist in those three areas of 
the world? 

Mr. Brapven. I would : apply them everywhere, without any question. 

Mr. Corrry. But you don’t know, as you say 

Mr. Brapen. What I have said here—— 

Mr. Corrty. Let me finish, will you? I just have a comment that I 
would like to conclude with: To take the case of Jordan, you don’t 
know whether the expenditure or the guaranty of a certain amount of 
money in Jordan was helpful to our side or not? You think it might 
have been helpful ? 

Mr. Braven. I haven't the remotest idea whether it is helpful or not. 
But as we are talking of the broad principle of foreign aid, I would 

say irrespective of whether it is the Near East or Far East, in India 

- Indonesia, that I would take another long and careful look at the 
ail situation. I would put it on the basis that I spoke of before, 
of giving aid only as an incentive and on a diminishing scale, except- 
ing, as I said in my preliminary statement, there may occasionally, and 
it should be rarely, some special situation. Maybe Jordan at this mo- 
ment is such a special situation due to the neglect of the past. I don’t 
know whether it is or isn’t, but I would say, by and large, if we had 
taken the proper diplomatic steps at the proper time, we woul In’t 
be faced with these special situations, anywhere. 

I would limit our foreign aid definitely to small amounts as an in- 
centive on a diminishing scale. 

Mr. Corrtx. With this, Mr. Chairman, I will conclude: The ulti- 
mate objective for which you are striving is something I don’t think 
any member of the committee would oppose. The difference would be 
what you have just been talking about, when does a special situation 
exist. There may be a disagreement whether those situations are as 
rare today as we would wish ‘they were. The need for private invest- 
ment, I think, is the most economie and constructive way to handle it. 
In these three areas of the Middle East, Asia, and so on, it seems to me 
we are a long way from the political conditions that would induce 
most investors to make a substantial commitment. 
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Mr. Brapen. I don’t see any chance of our getting private invest- 
ment so long as there isn’t any confidence there. I wouldn’t have any 
confidence in going into India. Nor would I in Indonesia. 

Mr. Corrtn. As a matter of fact, wouldn’t you say that the whole of 
the Middle East and the whole of Asia and southeast Asia, and a large 
part of Africa are not areas where an investor would be well advised 
to spend much money ¢ 

Mr. Brapen. I would say that at this time. I think when we con- 
tinue to give handouts to them in the huge amounts that we are doing, 
we are discouraging them from ever creating the investment atmos- 
phere which will attract private investments. 

Mr. Corrin. I think I would agree with you wholeheartedly, that 
at the present time it isn’t a very good investment climate. On the 
other hand, in any program we work out we should try to bear in mind 
the objective of bringing into play those factors which will make pr 

vate investment feasible. 

Mr. Brapen. You mentioned these emergency situations, such as 
Jordan. I think that is typical of this whole ICA bureaucrac y which 
has been created and which I referred to in the report of another con- 
gressional committee. That is their favorite stunt, to have crash 
landings. 

Mr. Corrin. Would you go so far as to say that we abolish or do 
away with ICA ? 

Mr. Brapven. I would do away with an awful lot of it. As I said 
here, I am still for foreign aid on a modest scale. I don’t say do away 
with it entirely. But the huge organization that has been built up, 
I would. Out‘of that 190 that I mentioned in the Emb: assy in Havana, 
19 or 20 of them are on foreign aid, ICA, and another 19 or 20 are 
on USIA. There is an organization that I would be disposed to do 
away with pretty much entirely. The foreign aid, ICA. T would keep 
a nucleus there. 

Mr. Corrty. Thank you, Mr. Chairman. 

Chairman Gorpon. Mr. Saund. 

Mr. Saunp. Mr. Braden, you are not sure, you do not know too much 
about the Middle East situation, so you are not sure whether we should 
give aid to Jordan or not? 

Mr. Brapen. At this particular juncture. I am impressed by the 
fact that to let us get into this situation there has been some bad diplo 
matic work. Too often, we are asked what to do. whether to spend 
money, after the house has largely burned down. 

Mr. Sacunp. You are de finitely certain that the aid to Greece and 
Turkey was a mistake at that time? 

Mr. Brapen. I don’t know, except that we didn’t give the old dip- 
lomatic, as I said, tried-and-proven methods a chance to work. I think 
they would have worked. I can’t prove it. But I think we should 
certainly have tried that. If it didn’t work, then we could have con- 
sidered the crash landing of the Truman Doctrine. But instead of 
going righi into the Truman Doctrine, as we did, we should have 
tried the other method first. 

Mr. Saunp. Even Mr. Castle thinks that the Marshall plan was a 
good one. 

Mr. Brapven. I am not convinced of that. I certainly think that 
much too much money was spent on it. I would say on the Marshall 
plan, I agree with a report in which was partially but not entirely 
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approved. That probably was the best report and it was made by a 
committee headed by the then Secretary of Commerce, Mr. Sawyer. 
I think the Sawyer report was excellent as it approved in part of the 
Marshall plan but not in toto. 

Mr. Sacnp. Is the atmosphere in Formosa healthy for private 
investment ¢ 

Mr. Brapen. I haven't studied that. I can only judge by what I 
would do myself. 

Mr. Saunp. Would you go in there with private capital ¢ 

Mr. Brapen. I wouldn't go into Formosa unless I was darn sure of 
getting my capital out in a few months or a year and then let my prof- 
itsrun,if I had any. 

Mr. Saunp. It is hecessary to put some money into Formosa to 
hold it against the Communists ¢ 

Mr. Brapen. I don’t know, but im unconvinced. 

Mr. Saunp. If it was necessary, or if the President or his advisers 
found it was necessary to give some kind of aid in Formosa to hold it 
from the Communists, would you think that would be the wise thing? 

Mr. Braven. I can’t judge as of this moment. There again, I go 
back to the proposition that we didn’t take the essential action at the 
time we should have taken it. If we had done what MacArthur had 
urged us to do, you wouldn’t have the Formosa problem today. 

Mr. Saunp. If I have a stomach ache, that doesn’t mean I shouldn't 
go to the doctor. 

Mr. Brapen. When you come to that, I] don’t know whether that 
stomach ache that we have in Formosa today needs a doctor or not. 
My guess is since we have been speaking of the excessive personnel that 
we have everywhere—I described it in Cuba, where I happen to know 
about it firsthand, as I do in some other places—I would guess that 
some of our difficulties recently in Formosa have certainly arisen from 
the excessive personnel there. 

Mr. Saunp. In other words, you are not certain that we should put 
any money into Formosa ¢ 

Mr. Brapen. And the difference in living standards between the 
people we send out in ICA, and this probably applies to the military, 
too. We send these people to, let’s say, Formosa, the New York Times 
gave an account of the commanding Chinese general there getting the 
equivalent of $8 a month, and his income contrasted with that of a 
private in our forces there, and still more with any of our ICA people 
and the Embassy of a couple of hundred that we have in Formosa. 
Of course, this kind of thing is bound to breed irritation and to cause 
just such instances as this recent riot. 

So I, on the basis of that, would certainly reduce our personnel very 
markedly, or at least, if I was suddenly to be given the responsibility 
of that job, that would be one of the first things I would look at, to 
see how much I could cut that personnel and cut the ICA personnel in 
particular. 

Mr. Saunp. Tagree that we should save everything we can. But you 
agree there might be some cause for giving aid to Formosa ? f 

Mr. Brapen. There may be some ? 

Mr. Saunp. Vietnam? 

_Mr. Brapen. I would say Vietnam is about the same kind of situa- 
tion, where we are paying for the sins of the past and we have the 
stomach ache coming along. 
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Mr. Saunp. How about South Korea 

Mr. Brapen. The same thing suahea ally. If you had taken Mac- 
Arthur’s precautions in time you wouldn’t have the South Korean 
stomach ache now. 

Mr. Saunp. South Korea, Vietnam, and Formosa, you are not sure 
about. You admit there is reason and cause for us to give some aid in 
one form or another ? 

Mr. Braver. T don’t admit there is for one minute. Tsay I would 


investigate very carefully before spending a penny. I am ‘decidedly 
dubious that any such amount of aid as is going out presently should 
go to any one of those places. 

Mr. Saunp. To sum it up, I understand from this, Mr. Braden, that 
you suggest that we take a very careful look before we put any Ameri- 

can money outside of the United States. Also you do not have any 
wonlible knowledge or ee to be an expert about the Middle 
East, the Near Kast, Asia, or Africa ? 

Mr. Brapen. I can only Sadan by the broad principles and the part 
of the world that T know. My general experience in underdeveloped 
countries leads me to conclusions that — ‘others are about the same. 
I repeatedly hear from people who have been in the areas you list, that 
their experience confirms my own. On that basis, I would most as 
suredly cut the ICA, cut the very insides out of it and reduce it down 
to the very modest scale that I have mentioned here. Beyond that, I 

certainly would take this May 15 report by the Committee on Govern- 

ment + enessere that has come out of the Congress and use that as a 
club. I don’t think that in all fairness to the American taxpayer, the 
Congress can permit this group of bureaucrats in ICA to flaunt the 
Congress and the people of the United States with the extravagance, 
the missnending, the overproeraming, all the various conditions that 
are described in that report, I don’t think that should be tolerated for 
5 minutes. | would even threaten To enue forelon nd off entirelw in 
order to bring them to reason and order : 

Mr. Sacnp. Thank you, Mr. Chairman. 

Chairman Gorvon. Thank you very much, Mr. ere wr. for 
vour fine presentation. The committee stands adjourned until 2 0’ *Alock: 
this afternoon. 

(Whereupon, at 12:40 p. m., the committee recessed. ) 


AFTERNOON SESSION 


Chairman Gorpon. The committee will come to order. We have the 
pleasure to hear Mr. Samuel C. Waugh, President and Chairman of 
the Board of the Export-Import Bank. 

Mr. Waugh, have you a prepared statement or do you wish to speak 
extemporaneously on the matter of the Export-Import Bank? 


STATEMENT OF HON. SAMUEL C. WAUGH, PRESIDENT AND CHAIR- 
MAN OF THE BOARD, EXPORT-IMPORT BANK OF WASHINGTON 


Mr. Waven. Mr. Chairman and ladies and gentlemen, first I want 
to say we appreciate the opportunity to appear before your committee. 
With reference to a statement, I have here a statement which w as given 
on April 10 before the Senate Special Committee to Study the 
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Foreign Aid Program. We see no reason to change the position of 
the E xport- Import Bank and I will be delighted, if you would like, 
to read this statement. It is not very long. I will read the same state- 
ment I gave at that time. 

Chairman Gorvon. That will be satisfactory. 

Mr. Wavueu. Mr. Chairman and members of the committee, my 
name is Samuel C. Waugh and since October 1, 1955, I have 
been Chairman of the Board of Directors and President of the Export- 
Import Bank of Washington. For 24% years previous I served as 
Assistant Secretary of State and for a few months of that time as 
Deputy Under Secretary for Economic Affairs, This service record 
is mentioned because the comments that I am about to make regard- 
ing the operations of the Export-Import Bank represent the combined 
judgment of the 5-man Board of Directors, 2 of whom have served 
11 and 19 years, respectively. My reply to any questions that might 
develop as a result of previous service would represent a personal 
opinion. 

The invitation to appear before you today is appreciated. The 
Kixport-Import Bank is the major foreign lending arm of the Gov- 
ernment. ‘The Directors, therefore, are greatly interested in congres- 
sional consideration of poliey on the foreien aid program. 

The operations of the bank have, in our opinion, been of consider- 
ible assistance to that program, but also may have been significantly 
influenced by it. The bank’s activities, however, are not a part of the 
foreign-aid program as such. ‘To clarify this point, I should like to 
indicate the record of the bank before discussing the questions which 
are of primary interest to the committee, 

During the first 28 years of its existence, the bank authorized loans 
totaling $8.3 billion. Of this sum, $1.5 billion was not used for one 
reason or another. The bank has disbursed $5.2 billion of which 
amount $2.6 billion has been repaid. Just 50 percent loans and author- 
izations outstanding in 59 countries at the close of last year amounted 
to $4.2 billion, leaving an unused loaning authority of approximately 
$800 million. In addition, the bank acts administratively as agent 
with respect to certain loans of the United States Government, the 
Department of Defense, and the Office of Defense Mobilization, as 
well as loans for the Technical Cooperation Administration and loans 
by the International Cooperation Administration and its predecessor 
agencies. All of these loans amount to an additional $2.5 billion for 
a combined responsibility by the bank at the present time of $6.7 
billion of loans. 

Gross earnings for the 23 years have totaled $777 million. From 
these earnings there has been paid to the Treasury $178 million in 
interest on funds borrowed from it and $160 million in dividends on 
the bank’s $1 billion capital stock, all of which is held by the Treasury. 

After paying all of the bank’s administrative expenses and its modest 
losses to date, there remains $435 million of undivided profits or re- 
serves which is currently being loaned. ‘The bank’s loans are made 
from the $1 billion of capital which, as previously stated, is held by 
the Treasury, and from the $4 billion authorized borrowing authority 
from the Treasury as provided by the Congress in the bank’s statute, as 
amended. 
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The Export-Import Bank was established by the Congress in 1934. 
This action was taken a number of years before the term “foreign aid 
program” was devised. As stated by its statutory authority, the bank 
exists to finance and facilitate United States foreign trade where pri- 
vate financial facilities are not available and to supplement those 
private facilities, but only on businesslike terms and on the basis of 
banking judgments regarding reasonable assurance of repayment. 

The bank’s loans are made in dollars and are repayable in dollars. 
Aside from very minor exceptions, all loans disbursed by the bank 
have financed the purchase in the United States of specific United 
States products and services for use abroad. About $840 million of 
these loans have assisted the sale of United States agricultural staples. 
Most of the credits, however, have helped to finance the export of 

capital goods. In connection with many of these loans the bank also 
has promoted and assisted extensive investment in foreign countries 
by United States nationals as well as investment by the citizens or gov- 
ernment institutions of other countries. Thus, while carrying out its 
mission of assistance to United States foreign trade, the bank also has 
contributed on a significant scale to foreign economic development. 

This contribution to foreign economic development, however, is 
upon premises, standards, and | perhaps for objectives different to some 
extent from those of foreign aid programs. This is so because the 
bank’s purpose is to assist United States foreign trade by expanding 
our own exports and imports, and through capital equipment exports 
to help other countries to become better trading partners of the United 
States. Thus the bank's operations have complemented, if not indeed 
at times substituted for, foreign aid programs. These loans have been 
predicated on the banking judgment that it is seldom wise to make 
loans which will not increase a borrower’s ability to repay by more 
than the exact amount needed to pay off a given loan. 

The committee may be interested in the activities of the bank in sup- 
plementing and encouraging the investment of private capital, par 
ticularly in the less-developed areas. Cases frequently arise in which 
private capital is prepared to go abroad but only if it is aecompr nied 
by a loan from the bank. This partnership with public funds from 
the United States may be the catalyst, the essential element, which de- 
termines whether the foreign investment will be undertaken at all. 
Such loans in fact may be one of the most fruitful ways to assist econ- 
omic development abroad. 

Analyses have been indicated that, in general, for every dollar 
loaned by the bank directly to private enterprises or to governments 
for relending to private enterprise abroad, more than a dollar and a 
half of private United States capital and private or public foreign 

capital has been invested in the project concerned. 'T his rel: ationship 
is cited to dispel any notion that, in lending through the Export- 
Import Bank, the U nited States Government is shouldering the entire 
financial burden and risk of a foreign development project. 

Except for some of the smallest credits, E xport- Import B: - loans 
usually are direct carriers of technical assistance from the United 
States by means of licensing agreements, and engineering and manage 
ment services, utilized by borrowers abroad. 

It is a rare case in which an applicant for a loan from the bank does 
not benefit from the economic, financial, and technical advice of the 
bank’s staff here or on trips abroad im perfecting his plans for a proj- 
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ect. Discussion of these plans by the bank often leads the applicant 
to contract for private indepe ndent appraisals of the economic, finan- 
cial, marketing, and technical aspects of the project. In many cases, 
too, the applicant is led to retain private engineering or management 
skills from the United States for the initial period of operation after 
the project has been completed and until foreign personnel have re- 
ceived the necessary training and experience. 

Moreover, financial assistance in meeting the dollar costs of major 
projects in some less-developed areas has led to the rapid growth of 
other new enterprises in the same area. These enterprises, which 
supply, or use the products of, or complement, the original project 
usually are not dependent on further financing from public sources in 
the United States. 

The fact that the bank is an important channel for the provision of 
technical assistance as well as economic development has tended to 
identify it in the minds of some persons with the foreign aid program. 
On the other hand, the suggestion sometimes had been made that the 
bank’s preoccupation with loans for specific purposes, as set forth in 
the statute, has limited the bank to a project-by-project approach. It 
has even been inferred accordingly that it is not necessary or even 
possible for the bank to appraise the overall effect of its loans on the 
economic development of the foreign country. 

This is simply not so. Both the statutory admonitions and sound 
banking principles require analysis of the economic and financial posi- 
tion and prospects of a foreign economy as a whole. The bank is par- 
ticularly concerned with the direct or indirect effects of a project on 
the balance-of-payments prospects of a country. But this in turn may 
require consideration of the overall monetary and fiscal policies of, 
and the prospects for further foreign and domestic investment in, other 
countries. At times this concern has required the director of the bank 
to offer to officials of other countries suggestions and comments on their 
economic, financial, and trade policies and programs. 

Turning now to points of more immediate interest to the committee, 
questions sometimes are raised concerning the relations between the 
bank and foreign-aid programs. 

Working relations between the bank and other agencies of the 
Government are quite simple. The Export-Import Bank operates with 
a very small staff. Extensive use wherever possible is made of informa- 
tion, technical knowledge, and specialized personnel in other branches 
of the Government. Most important in this connection are the De- 
partments of State, Treasury, Commerce, Agriculture, and Interior, as 
well as the International Cooperation Administration. Reference here 
is to technical matters rather than to policy which is coordinated 
through the National Advi isory Council, of which the president of the 
bank is a member. 

Through close working relations with many United States business 
and financial firms operating or selling abr oad, the bank also has re: ady 
access to some of the best brains in private banking and industry in 
this country. Only in these ways can the bank conduct a loan busi- 
ness of over $4 billion, in addition to servic ing an additional $2.5 billion 
in credits, with a total staff of less than 190 people. The cooperation 
of the private banking business has been most helpful and is ap- 
preciated. 

92522—57—pt. 3-4 
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The answer to another common question is more difficult, because 
it is not susceptible of proof at the moment and so must be in part a 
matter of opinion. This question concerns the effects one upon the 
other of hard loans and soft loans. Soft loans may include an option 
to repay in local currency if dollars are not available. Such loans, 
whether in dollars or local currencies, may have maturities running to 
as much as 40 years, and often exceed the terms commonly accepted 
as businesslike. They involve interest rates so low as sometimes to fail 
to cover the cost of money to the Treasury and the expenses of loan ad- 
ministration. And at times soft loans permit postponement of prin- 
cipal and interest payments if it appears that a scheduled payment 
would involve some hardship on the debtor. 

The — of Export-Import Bank loans on foreign aid operations 
seems clear. Wherever hard loans have been extended, they have to 
that Ses made foreign aid unnecessary. 

The effect of soft loans on the bank’s operations, on the other hand, 
is less clear. Two points may be made. First, it always has been the 
policy of the bank’s Directors not to make any loan where reasonable 
assurance of its repayment depended upon receipt of foreign aid by 
the country concerned. It was largely for this reason, for example, 
that the bank refrained during the period of the Marshall plan from 
making loans to countries in Europe. 

Second, the excessive extension of soft loans, whether payable in 
dollars or local currency, particularly in some of the economically 
weaker countries, will aggravate debt-repayment problems and may 
seriously imperil the status of any loans made on a strictly banking 
basis. The Directors of the E xport- Import Bank are of the opinion 
that the less experienced or less developed countries can safely incur 
only limited amounts of debt, no matter how soft the terms. At some 
point, regardless of terms, excessive lending to any country would 
make it an unsuitable subject for further loans negotiated on a busi- 
nesslike basis. Before this point is reached, the provision of any addi- 
tional foreign aid on the basis of grants rather than of loans should be 
given very serious consideration. 

Soft-loan programs raise a number of difficult questions, several of 
which I should like to mention. 

The point already has been made that excessive lending on soft 
terms may make the rec ipient an unsuitable subject for he urd een. 
The question still remains of how to avoid such overfinancing so long 
as banking criteria by definition ¢ annot be applied to soft loans. 

A related problem is how to avoid giving offense to the country con 
cerned when deciding whether to make a hard or a soft loan to it. This 
difficulty, surely, is no easier to meet than would be that of whether 
to make a loan ora grant. 

More important, however, is a problem often overlooked in the con- 
sideration of soft loans versus grants. This is the probable attitude of 
any borrower who is in default. A defaulting debtor can hardly be 
expected to entertain friendly feelings for his creditor. 

Finally, there is the vexing problem in a soft-loan program of main- 
taining the soundness of har dloans. Gresham’s well-known principle 
that bad money drives good money out of circulation is equally ap- 
plicable to credit. 

In conclusion, we at the bank support Secretary Dulles’ position 
that private capital is and must be the primary source of funds for 
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economic development abroad and that an important role in assist- 
ing such development for some years to come should be played by 
hard loans from the Export-Import Bank and the International Bank. 

We further agree with Secretary Dulles that the time has come for 
all of us to give serious consideration to a program incorporating a 
mechanism for a United States economic development fund which 
would be available, with provision for so-called soft loans on a basis 
capable of being serviced and beneficially absorbed by the borrower. 

It has been my purpose at this time to point out some of the prob- 
lems we must be aware of and be prepared to cope with in working out 
the details of the broad proposals set forth by Secretary Dulles. 

Thank you for this opportunity to appear before this committee. 

Chairman Gorpvon. Thank you very much, Mr. Waugh. 

Mr. Waveun. May I just add, Mr. Chairman, this statement was 
given on April 10 and, before it was given, it was discussed with Under 
Secretary Herter, of the State Department, and Under Secretary 
Burgess, of the Treasury. Neither Secretary Dulles nor Secretary 
Humphrey were available at that time. 

Dr. Jupp. I feel I must go down on the floor. 

Chairman Gorpon. Are there any questions, Mr. Bentley ‘ 

Mr. Bentiey. I, like Dr. Judd, must go to the floor, although I 
enjoyed Mr. Waugh’s statement very much. 

Chairman Gorpon. Mr. O'Hara. 

Mr. O’Hara. Does the Export-Import Bank cover any territory cov- 
ered by the World Bank? 

Mr. Wavuen. The territory is not divided at all, sir. We are loan 
ing in 60 major countries of the world. There is no division of 
territory. 

Mr. O’Hara. I was speaking of the type of loans that you make. 

Mr. Wavuen. To a degree, yes, sir. As you know, the International] 
Bank makes loans either direct to governments or with governmental 
cuaranties. And the loans that the International Bank makes are 
open to competitive bidding throughout the world, whereas the Export- 
Import Bank makes loans to further the sale of exports from this 
country. We make loans not only to governments but we make them 
to private entities. 

For example, in fiscal year 1956 we made 193 loans, Only 10 of 
those loans were made direct to governments; 23 of the loans were 
made to private entities, which carry some form of a government 
guaranty, but 160 loans were made to private individuals or private 
buyers abroad—private entities. 

It is true that the largest number of loans are made to private en- 
tities while the larger amounts are usually in the direct government 
loan. 

Mr. O’Hara. Is there an increasing or a decreasing degree of policy 
consideration? I mean where loans are made to conform with the 
policies of the State Department. 

Mr. Waveu. I am not sure, Congressman, that I clearly understand 
your question, 

Mr. O'Hara. At one time some of the loans were made, were they 
not, after consultation with the State Department and conforming 
toa foreign policy of giving aid to friendly countries ? 

Mr. Waveu. I now understand your question. Let me give you 
the method of operation. In the first place we work very closely with 
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the Department of State and the Department of the Treasury, and 
while they are not represented officially on our Board of Directors, 
we ask the Department of State and the Department of the Treasury 
to be represented at every one of our weekly Thursday morning 
meetings. 

We consult with the Department of State on foreign policy mat 
ters, we also consult with the Department of the Treasury on fiscal 
matters. There has been no thought of dominating the Directors of 
the bank with regard to asking us to 2 ake loans which in our judg- 
ment we do not think should be made, but at the same time we think 
that we should have the closest type of liaison with the Department 
of State to make certain that we are loaning in fields where we have 
the complete approval of the Department of State from a foreign 
policy standpoint. 

Is that in answer ae question / 

Mr. O’Hara. Yes, but would you say that our consultation with 
the Department of State is increasing in degree or lessening / 

Mr. Vavuen. I think I can speak on both sides of that question. For 
21% years I represented Secretary Dulles while I was in the Depart- 
ment of State at meetings of the Board of the Export-Import Bank, 
ex officio, without a vote. 

Since I have been with the Export-Import Bank the past 20 months, 
we have encouraged the Department of State to have representation 
at our Board meetings. 

I would say that the same degree of cooperation between the two in 
stitutions is carried right straight through without any increase or 
decrease. 

Mr. O’Hara. Thank you, sir. 

Chairman Gorpon. Mrs. Church 

Mrs. Cuurcu. Mr. Waugh. it is good to have you here. 

Mr. Waven. Thank you. 

Mrs. Cuurcu. I would like to add to Mr. O’Hara’s praise of the 
Export Bank and include the gentleman who is managing it at the 
present time. 

Mr. Waven. Thank you very much. 

Mrs. Cxurcu. I would like to ask about the soft loans. There was 
some discussion of these the other day under the term “Unsafe loans.” 

I gather you would not like to see your functions increased to permit 
you to take on an agency which would make such loans within your 
own jurisdiction ? 

Mr. Waven. Mrs. Church, we have given that question a great deal 
of consideration and we think the problem of having what we call a 
hard loan window and a soft loan window in the same bank is ex- 
tremely difficult. 

We do, as you know, administer the loans, today, for the ICA. We 
today have some $214 billion worth of loans we are administering for 
ICA. The relationship on the type of loans they have been making 
in the past has been excellent. 

Our purpose, our objective, is to carry out the purpose of the Presi- 
dent, as stated in his message, and Secretary Dulles, as stated in his 
testimony on April 8, and then on May 22, all to the effect that they 
do not want to interfere with the operation of the Export-Import 
Bank as such. 
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All we are suggesting is that when the arr spaeenis are made that 
it would be w ell, in order that we can protect the $ 200,000,000 loans 
and commitments that we have outstanding and rane on authori ity 
of this Congress, that we have a voice in the matters of policy in deter- 
mining which are and which are not soft loans, and the territories 
in which they should not be made. 

Mrs. Crrurcu. Could you suggest some system that could be set wp 
to put that in operation ? 

Mr. Waveu. Mrs. Church, we had this request from the Joint Sen- 
ate Foreign Aid Committee and we had not known until Mr. Dulles’ 
talk on April 22 as to the suggested form the fund might take. The 
Senate committee as you will remember recommended a corporation 
in which the Export-Import Bank would be represented on the board 
of directors. 

Then on May 22 Mr. Dulles proposed a fund as opposed to the 
suggested plan of a corporation. We should sit down and see if we 
can work out some coordinating plan to carry out the wishes of the 
President and the Secretary and at the same time protect the interests 
of the Export-Import Bank in the loans we now have, and our busi- 
ness in the future. 

Mrs. Cuurcn. You think that can be done? 

Mr. Waven. I think it should be done. 

Mrs. CrrurcH#. Must be done? 

Mr. Waveu. Yes. 

Mrs. Cuurcu. I have one more question, Mr. Chairman. 

Can you see a situation arising where a country would much prefer 
a soft loan to a hard loan and consequently would bypass the Export- 
Import Bank? 

Mr. Waven. I can see many, many instances, Mrs. Church. 

Mrs. Cuurcu. How can that be avoided? 

Mr. Wavuen. That is one of the rules that must be put down. In 
fact, no one is going to come to the Export-Import Bank for a hard 
loan at the going rate if they figure they can get a soft loan for twice 
the number of years at half the interest rate and payable in soft cur- 
rency. That is human nature. 

Mrs. Courcu. Thank you, Mr. Chairman. 

Chairman Gorvon. Mr. Pilcher. 

Mr. Pricner. No question. 

Chairman Gorpon. Mr. LeCompte. 

Mr. LeComerr. Thank vou. Mr. Waugh. You have convinced me 
you are doing a fine job and a big job. 

I just want to determine whether 1 understood you or not, with re- 
gard to the capital stock of the Export-Import Bank. It is $1 billion? 

Mr. Wavuan. Held by the Treasury, ves. sir. 

Mr. LeCompte. You say you have some additional funds? 

Mr. Waven. We have $4 billion borrowing power from the Treas- 
ury. We borrow from the Treasury at the current rate of interest of 
the average term of our loan. We are paving the Treasury the highest 
interest rates we have paid in the last 23 years, on the loans we have 
made in the last six months. 

Mr. LeComperer. You have had very few losses. 

Mr. Waveu. We have had very few losses. The fact of the matter 
is the losses that have been charged off and fully reserved are $525,000. 
That figures about one-hundredth of 1 percent of the loans made. 
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Mr. LeCompre. That is a very fine record and is really fantastic. 
Of course, all my experience and observation has been with very, very 
small local banks. The examiners come by and they examine the note 
box and see if the interest is paid and if the notes are due and are 
promptly renewed, but that is all they can tell about whether the note 
is good or not—in the country banks. 

How do you know when your loans are good ! 

Mr. Waven. Well, one way to judge whether or not a loan is good 
is whether or not the interest is paid each 6 months when due. When 
the interest is not paid, then we know we have a loan that is in trouble. 

Mr. LeComprr. That wouldn’t be true throughout the country with 
individual loans. 

Mr. Waveun. I cannot find any difference in operating the Export- 
Import Bank as far as fundamental loaning principles are concerned, 
from the operation of a country bank. 

Mr. LeCompre. Now, do you ever have this experience that some- 
body, a corporation or a government who made a loan for a specific 
purpose, but also the 2V got posse ssion of the money, then use it for 
something else ¢ 

Mr. Waven. That is our responsibility. We do not lend money. 
that is we do not give a check when we make a loan. For example, we 
made a loan for $14 million for a cement mill in Indonesia. We pay 
those invoices. We don’t give $14 million to Indonesia to spend; no, 
sir. 

Mr. LeCompre. I don’t know whether anybody else here was inter 
ested in that point or not. 

Mr. Wavueu. That is a very interesting point. We look into the 
end use of our money. 

On the cotton loans that we make to Japan, we ap prove letters of 
credit—covering actual exports of cotton. We do not put $60 million 
in a bank and let them draw on it. We bene up the letters of credit 
as they go along. On any kind of loan, we look at the end use. 

Mr. LeCompte. Thank vou, very much. I am sure you are doing 
fine. For my part, I am awfully glad you brought out this point 
about how you operate. Other members of this committee probably 
knew but I didn’t know how you were functioning. 

Thank you, Mr. Chairman. 

Chairman Gorpon. Mr. Selden. 

Mr. Sevpen. Mr. Waugh, an international development loan fund 
has been proposed by the administration. In the event such a 
fund is approved by Congress, would it tend to drive out private in 
vestors as well as financing by the Export-Import Bank ? 

Mr. Waveu. That is one of our fears, Mr. Selden. If the loans are 
not properly made in the first place and if it isn’t properly adminis 
tered, it will, we think, drive out first, private investment t and that is 
one thing we are trying to develop in the international picture. Pri 

vate investment and our loans carr y with it something extremely valu 
able, namely, United States know-how and that is what is needed in 
most of these countries and that is what they want. 

Mr. Sevpen. How can such a fund be administered so that this will 
not happen / 

Mr. Waveu. There are areas in which you will make soft loans in 
lieu of grants. We agree that should be done. I have so testified. 
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But we want to be very careful that soft loans are not made in areas 
where they now have hard loans and can service hard loans. 

Then another point I mentioned that I want to emphasize and that 
is the ability of any country to absorb more than a given amount of 
debt, regardless of whether it is hard or soft. 

In other words, I think from banking experience, more individuals 
have been ruined by too much credit than they have been by not enough 
credit. 

Mr. Sevven. Is there anything this committee can write into security 
legislation that might be helpful in the administration of the pro 
posed international loan fund / 

Mr. Waveu. I do not think I should presume to tel] the committee 
what it should or should not do. I think I should testify in answer to 
questions. 

Mr. Sevpen. I want to have your views on whether something can 
be written into the basic law or whether you feel it will have to be 
taken care of purely on an administrative basis. 

Mr. Waveu. We think, to carry out the wishes of the President and 
to carry out the desire of the Secretary of State and the Secretary of 
the Treasury, there should be written into either the law or the Execu- 
tive orders, the safeguards that I think we all should want, to eliminate 
any difference of opinion because of the fact we are all not going to be 
here for another 5 or 10 years. ‘These are all long-term loans and we 
think the Federal Government should be protected by safeguards. 

Whether it be in the law or the Executive orders, I do not presume 
to say. 

Mr. Sevpen. That is all, Mr. Chairman, Thank you. 

Mr. Furron. The members of the committee are glad to have Mr. 
Sam Waugh here, as we know him and know of him and of his good 
work. 

The people of Pittsburgh that I represent, the businessmen as well 
as labor, feel that you have done a good job and we have always ap 
preciated your cooperation. 

Mr. Waveu. Pennsylvania, as you know, has received as much 
financing from the Export- Import Bank, as any other single State. 

Mr. Fuurox. Our Pennsylvania people use your good services, and 
we feel you are one way that we keep the mills running and the fabri- 
cating plants going at home. Too many people feel it is just another 
foreign aid transaction, but we know it is a case where we in the United 
States get t ack led produc tion and more customers for our produe ts. In 
the city of Pittsburgh and Allegheny County, Pa., with the highest 
steel production rate, we have had 150,000 on free F ederal surplus food 
assistance out of 1,700,000 total population. 

As you know, I was one of those people who, in the 1954 Rio con- 
ference, suggested the billion dollar revolving fund through the Ex- 
port- Import Bank or some agency like the International Finance 
Corporation for the financing ‘of transactions that would assist busi- 
ness on current operations and implement a financing system operated 
in a good business way. 

Could you give us the distinction between the operations of your 
agency and the International Finance Corporation as suggested at the 
Rio Economic Conference? $100 million I believe was the total c api- 
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tal, with 32 nations participating, and $35 million of hard money, as 
against $65 million of soft? 

Mr. Waven. I think the original IFC plan was changed some- 
what. Today there are approximately 40 countries that have joined 
the International Finance Corporation and I believe all the subserip- 
tions to date have been made in dollars. 

I believe the subscriptions today total something over $90 million. 

The organization came into being on the 20th of July last year. 

Mr. Fuuron. Are they in competition with you in the same field 
or jurisdiction of finance, abroad ? 

Mr. Waven. We have hoped that the IFC would not be in com- 
petition but would really be helpful and that we could work together. 
In other words, if there was a place where they could put in some junior 
capital or convertible debentures of a type, we could take a straight 
loan. To date the matter is being studied and no investments have 
heen made by the IFC as yet. 

Mr. Furron. There might be the International Bank, the Export- 
Import Bank, the IFC, as well as the private banks, all those lines 
participating in a particular credit ? 

Mr. Waven. Normally the International Bank for Reconstruction 
Development, and the Export-Import Bank are not interested in the 
same financing for the simple reason the IBRD loans are all made 
on an international bidding basis and ours are all what we call tied, 
to purchases within this country, so it is a little difficult to get in on 
the same piece of financing. 

On the other hand, we recently made a loan in South America for 
some railroad equipment purchased in this country and we have ad- 
vised the International Bank in writing if they want to take an over- 
all loan and handle all the railroad financing, which is a Government 
operation and Government guaranteed, we will sell them our paper 
and use that money for loans in the private sector. 

Mr. Futrton. I referred to possible working cooperation on these 4 
levels as well as the governmental level of the 2 participating govern- 
ments. 

Mr. Waven. You see normally the International Bank is limited to 
government or government-guaranteed loans. The IFC was created 
so it would not have to get a government guarantee, but at the same 
time the IFC could cooperate, as you say, with our bank. 

Mr. Fviron. Couldn’t these various poerione agencies all be par- 
ticipating in the same kind of a project overall, or must each remain 
separate in jurisdiction ? 

Mr. Waver. I think it is possible to carry that out but I think the 
loan operations of the Export-Import Bank and the IFC could be 
coordinated more readily than all four levels. 

Mr. Fuuton. Why wouldn’t it be a good provision to require the 
sound-loan money provided in our mutual-assistance program to be 
pretty well used up before we come to what would be the soft-loan 
money ? 

Are you using the funds enough when there is $800 million that you 
have which is authorized by Congress and unused by the Export- 
Import Bank? Isn’t it possible to have that money more adequ: itely 
used on the type of projects that you would like to invest in, simply 
possibly by giving the Export-Import Bank a bigger staff? 
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Mr. Waveu. We have $800 million unused borrowing authority 
and we have a $500 million credit made to England—secured credit— 
which has not been drawn upon. We authorized last year, including 
the Britain credit, $1,156 million in our normal operations. 

So if we have another year such as the year we have just had, we 
would use this $800 million and would probably be back asking the 
Congress for a larger loaning authorization to carry out the w Fishes 
of the Congress, in our day-to-day operations. 

Mr. Furron. When you and your Export-Import Bank, with the 
current management, and previously, have been so successful, it might 
be well for this committee to say, “Go further on your type of foreign 
operation and expand it.” It isa program where the American people 
get their money back. 

Mr. Waveu. We believe, Congressman, that we are today taking 
care of every sound application that the applicant countries can absorb. 

Our total loan authorizations in Latin America have been over $2 
billion and I think we have authorized over $1 billion in the last 4 
years. 

Mr. Fuvron. I would congratulate you on that program. That kind 
of financing program for Latin America is the reason I had my in- 
vitation withdrawn for the United States Ambassador’s reception in 
Rio. I recommended at the 1954 conference an immediate $1 billion 
be made available for Latin America to be used by the Export-Import 
Bank, or the International Finance Corporation. It is quite heartening 
to find out you have projected the program for Latin America for $1 
billion over the past 2 years, without objection from our good mutual 
friend, Secretary of the Treasury George Humphrey. 

Mr. Wavuau. I think figures will show our operations in the last 4 
vears in Latin America have just exceeded $1 billion. All of the loans 
authorized have not been taken down as yet but the money is all want- 
ing for them as fast as they get ready for it, both in the private sector 
and the Government sector. 

Mr. Fvriron. 1 compliment you on that statement of progress, as 
the former United States Ambassador to Brazil certainly opposed thus 
type of program when I was in Rio at the Economie Conference in 
1954. 

When vou are operating, projects have to be developed by planning 
in order to have sound loans. We in Pittsburgh are going through 
quite a planning stage on various projects of community development. 

With that as a premise, is one of the reasons why you do not have 
more projects that can be approved according to the bank’s good high 
criteria, the fact that there is not adequate groundwork or planning 
on the projects before application is made to the bank for a loan. Pos- 
sibly this committee could set up some sort of staff planning agency, 
such as we have in the community level in Pittsburgh which works 
with business people in these areas, to come up with the necessary en- 
gineering and planning teamwork, so that when the proposals are 
presented, you heve had those adequate groundwork foundations laid. 

Mr. Wavan. I think I get your point. There are 2 reasons why we 
do not go faster in certain countries. One is the lack of plans or 
rather the ability of the people within the country to get together on 
the priority of their various projects. The second is the total amount 
of dollars that thev can generate to complete these projects. 
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In other words, we have been working with a country in Latin 
America for the last 12 months. We have been there and they have 
been here. Some countries resented our advising with them as how 
to plan within their own country. They would much prefer that we 
come and sit down and discuss with them their plans but leaving 
within the country, itself, the final decisions in their planning. 

May I go off the record? 

Chairman Gorvon. Off the record. 

(Discussion off the record.) 

Chairman Gorpon. This is an open meeting. 

On the record. 

Mr. Fuuton. Why couldn’t the Organization of the American States 
be used as a planning agency on Marshall plan principles, so it would 
not raise the question that it was United States assistance and plan- 
ning being imposed on these recipient countries in Latin America? 

r. Wavucu. That is similar to one of the recommendations dis- 
cussed in the so-called Milton Eisenhower Committee report, and I am 
sure it will be discussed further at the meeting in Buenos Aires in 
August. 

Mr. Fuuton. Could we on this committee in this mutual assistance 
legislation and technical assistance legislation for South America and 
Latin America, or other areas, work out a program that the United 
States could suppy this technical community and industry planning 
ability ? 

Could we project that as part of the United States technical assist- 
ance program, not direct to the recipient country but through a de- 
velopment and planning organization ? 

Mr. Waven. I think the Milton Eisenhower committee report asks 
for an increase in United States funds, if I remember correctly, for 
technica] assistance. 

Chairman Gorpon. Mr. Carnahan. 

Mr. Carnanan. Mr. Waugh, you lend both to private agencies and 
to governments? 

Mr. Waven. Yes, sir. 

Mr. Carnanan. Are most of your loans with governments or with 
private agencies ? 

Mr. Waven. In number by far and away the larger number of loans 
are to private agencies; in dollar volume, to the Government field. 

Mr. CarNAHANn. You mentioned something about surplus commodi- 
ties. How do you get involved in surplus commodities? 

Mr. Waven. We do finance surplus commodities. We cooperate 
with the Department of Agriculture. We have financed cotton over 
a number of years, on a 12 months’ to an 18 months’ loan. We have 
financed the sale of some wheat that does not go through the CCC. 

Mr. Carnanan. That is, you make a loan to a country and it is paid 
in cotton or wheat ? 

Mr. Waveu. No, sir, we make a loan to an individual to buy, in 
this country cotton or wheat or cattle. We have just had the final 
statement on a $5 million loan we made last fall to the Agricultural 
Bank of Mexico for the purchase of 19,988 head of cattle in this coun- 
try. I can remember the number because it was 12 less than 20,000 
head of cattle purchased in this country, at a cost just under $5 million. 

They bought their cattle in the United States drought area, and 
shipped them to their small farmers and ranchers in Mexico. 
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Mr. Carnanan. Then loans of that type are truly dollar loans 
where it is arranged ahead of time that the dollars are going to buy a 
certain commodity within the United States. 

Mr. Wavueu. That is correct. 

Mr. Carnanan. What do you pay for your money ¢ 

Mr. Wauceu. The rate is 33% percent currently. Our rate has been 
as high as 34% percent in the last 6 months with the Treasury. 

I should say, however, that the bank has outstanding 2 or 3 long- 
term Treasury loans made at lower rates, these were made at the time 
the bank made loans at lower rates after World War II. 

Mr. Carnanan. You have certain loans at a lower rate than you are 
paying for the money. 

Mr. Wavueu. Yes,sir. Our interest rate today is not far either way 
from 514 percent. 

Mr. CarnaHan. What is the average yes urs of the loans? 

Mr. Waveu. The average is about 614 to 7 years, but it is very hard 
to get an average on our loans. The cotton loans are made for 12 
months or not to exceed 18 months, whereas, the purchase of electrical 
rae might go 15 or 18 years. 

Mr. Carnanan. What is the longest term you can make / 

Mr. Waven. There is no limit, but our policy is to have no loans over 
20 years. 

Mr. Carnanan. Are your loans concentrated in geographical areas ! 
You mentioned Latin Americ: 

Mr. Wavcu. No; we have loans in E urope for $1.2 billion, plus $575 
million undisbursed authori izations. That totals $1.8 billion. 

We have in Asia, $365 million in outstanding loans and we have un- 
lisbursed authorizations of $212 million. 

In Latin America we have $849 million in outstanding loans, and 
undisbursed authorizations of $703 million, or a total of $1,553 million. 

When I gave you, Mr. Congressman, the outstanding loans, I gave 
you the unpaid balance of loans—the original lo: ins, of course, were 
much larger than the figures I quoted. 

Mr. Carnanan. Do you see any particular difference in the develop- 
ment loan fund that is being proposed and the portion used in the bill 
known as development assistance? Since the Administration has asked 
merely for a loan fund, is there going to be very much difference be- 
tween operating it as a development loan fund and the way it has been 
oper: ated as de velopment assistance, if it is going to be administered 
by ICA, or whatever agency administers foreign aid 2 

Mr. Waven. I am not sure, Mr. Congressman, that I am entirely 

clear on that question. 

Mr. Carnawan. Are there any basic changes involved in changing 
the name from development assistance over to a development loan fund, 
other than that perhaps all of it would be expected to be done in loans 
and none in grants? 

Mr. Wavuen. My first understanding was that the Administration 
wanted the loan fund in order that it could be extended over a term of 
vears and therefore a year-by-year appropriation would not be re 
quired. 

On the other hand, I do think that they want to make—and I am 
now talking from Mr. Dulles’ testimony of May 22—T do think he 
proposed the idea of making development loans of a type they have 
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not been making in the past and we have hoped, in the areas in which 
the Export-Import Bank has not been active. 

Mr. Carnanan. Well, do you think it would probably be a little 
closer approach to more solid loans than the type of loans that may 
have been made under development assistance in the past? 

Mr. Wavueu. No, sir; I do not see any great distinction there. 

Mr. Carnanan. What I was driving at is perhaps the establishment 
of the development loan fund may not change the situation much from 
what we have had in the past few years. 

Mr. Waveu. Well, I think Mr. Dulles, in his last testimony, wanted 
to broaden the loan fund, that is, the operation of the loan fund, as 
compared with the ICA operations in the last 2 or 3 years. 

Mr. Carnairan. You mean to make loans under the development 
loan fund that would not have been made under development as 
sistance ? 

Mr. Wauen. Yes, sir. 

Mr. Carnanan. Would such loans be softer loans than those we 
have been making in the past vear / 

Mr. Waveu. That is a hard judement to make on the limited 
formation we have today. 

Mr. Carnanan. That isall, Mr. Chairman. 

Chairman Gorpon. Mr. Carnahan, will you take the chair while I 
answer the rolleall? I believe Mr. Vor vs has some questions. 

Mr. Carnanan. Do vou see any new physical _setup for handling 
the loans under the p sroposed de ‘velopme nt loan fund, other than the 
present method of handling loans under ICA ¢ 

Mr. Waven. In reviewing Mr. Hollister’s testimony—Mr. Hollis 
ter, Director of IC A—on May 23. T gathered he felt by having ICA 
missions throughout the world that the people in the missions could 
develop more applications for loans than we were able to develop by 
maintaining our offices here in Washington without bramches. 

Now, whether or not they intend to expand, I am not personally 
qualified to say. It has been said that they will have to get additional] 
staff who are skilled in the Joan field. 

T think it is interesting to note that one of our directors has been 
with the bank 19 years, and another has been with the bank 11 years. 
Two of our top officers have been with the bank for 16 or 17 years. 
and we have a number of men who have been with the bank 10 vears 
or more. 

Now, experience in the inte rnational loan field cannot be obtained 
overnight. It is a highly specialized business, and I believe if we are 
going to have a second loan fund. that it certainly should be staffed 
with men who have some knowledge of the international loan field. 

Mr. Carnauan. Is it your impression the Export-Import Bank 
would continue to service loans made under the development loan 
fund ? 

Mr. Wavuen. It was my original understanding that that was the 
plan. That is written into the present law. TI took it from Mr. Dulles’ 
testimony on the 22d of May that that was not his thought at the pres 
ent time, although I am not qualified to eive an absolute answer to 
that statement. 

Mr. Carnanan. Mr. Vorys. 

Mr. V ORYS., Mavbe some of mv que stions have been covered, but let 
me ask about the way the Export Import Bank works. 
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It is a corporation, isn’t it / 

Mr. Waven. Yes. 

Mr. Vorys. They originally hada Delaware charter, but is it now 
under a congressional charter? 

Mr. Waveu. A Federal charter: 

Mr. Vorys. How many directors / 

Mr. Waven. Five directors appointed by the President, with the 
upproval and consent of the Senate. 

Mr. Vorys. Is the President a Director, toof Are you a Director? 

Mr. Wavuan. Yes sir. 

Mr. Vorys. Who are the Directors / 

Mr. Waven. Mr. Lynn Stambaugh is the First Vice President. The 
others are Mr. Hawthorne Arey, Mr. Vance Brand, and Mr. George 
Blowers, and I am the fifth. 

Mr. Vorys. Does it function as a private corporation would? Is it 
directed by its directors ¢ 

Mr. Waveu. It is managed by its Directors. The Directors meet 
every morning, so we have five Directors’ meetings a week. In addi- 
tion to the 5 Directors, under the law as last amended, we were 
given an advisory comuiittee of ‘) inembers, to be chosen from 
throughout the United States, representing industry, banking, labor, 
and agriculture, 

Then we also coordinate our operations with the National Advisory 
Council, whieh, as you know, was set up by law and is headed by the 
Secretary of the ee “usury as Chairman. As for the other members, 
the Secretary of State is usually represented by his Deputy Under 
secretary for oo Affairs; the Secretary of Commerce is usually 
represented by his Assistant Secretary for International Affairs; the 
federal Reserve Board, and one of the members usually attends: and 
the President of the Export-Import Bank. 

Those are the five members of the NAC, 

Mr. Vorys. Does the NAC pass on each loan / 

Mr. Waueu. No, sir. 

Mr. Vorys. Administratively, how does NAC perform its function ? 

Mr. Wavucn. We report to the NAC all of the loans we make of 
certain types and categories and often ask their consideration only 
after they have been approved by the Directors of the Export-Import 
Bank. There are certain loans, export credit types of modest amounts, 
which we are not required to send to the NAC for their consideration. 

Mr. Vorys. Isn’t there a class of loans that you would submit some 
way or other to the NAC before you make a loan? 

Mr. Wavenu. On the other hand, Mr. Congressman, we do not sub- 
mit anything to the NAC unless in our judgment it is a loan that 

should be made. In other words, we take the responsibility for mak- 

ing the decision as to whether or not the loan should be made, and then 
we send it to the NAC for consideration on broad grounds of United 
States financial policy and coordination with other lending agencies. 

Mr. Vorys. But I mean you send it to them before you issue the 


commitment papers? 


Mr. Waueu. Yes, sir. 
Mr. Vorys. At least in certain types of loans? 
Mr. Waven. Yes sir. 
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Mr. Vorys. There have been a series of loans made by the bank to 
Spain, Yugoslavia, China and never carried out, which would not fit 
into the ordinary description of your operations. 

I imagine that would be the type of loan that you would submit to 
the NAC? 

Mr. Wavueu. No; the Joan program that we undertook in Spain, for 
example, was made from a special fund authorized by the Congress. 

The loans we would submit to the NAC are the larger loans that we 
make, the normal opel rations of the project loans. The Spanish case 
would not be a case in point. 

Mr. Vorys. Because you lad specific authority from Congress ? 

Mr. Waveu. Yes, sir. 

Mr. Vorys. Now, you say you have about 188 to 190 employees ? 

Mr. Waven. That is correct. 

Mr. Vorys. How many are in Washington / 

Mr. Waveu. All of them; every one. We have no branch offices. 

Mr. Vorys. Well, do you have any area specialists ? 

Mr. Wack H. We do not operate only through area specialists. We 
operate more particularly through specialists in specific industries. 
Our staff is divided into four main segments. After the five directors 
and our general officers, we have loan officers, engineers, and we hav 
economists, lawyers and accountants. They are the divisions of ow 
staff,” 

Now, if I might develop your point just a moment: if we a) aun 
application for a particular type of operation in a foreign field, 
will have the engineer on the committee who is familiar with that ty ia 
of operation—he might be a mining engineer, a man familiar with steel 
mill operations, or it might be a man specializing in road work. We 
have the engineers specialized by their particular type. 

Then, we have our economists divided by countries which they keep 
under their constant study, to keep in touch with the economy of the 
country, to see whether or not a country can generate enough dollars 
to service the loans that we are considering. 

Mr. Vorys. There is where you have regional or area staff. Your 
staff is divided regionally among economists, I suppose ? 

Mr. Waven. Economists and loan officers. 

Mr. Vorys. How about lawyers who would be familiar with th 
local laws? 

Mr. Waven. There is a certain similarity in legal work, but w 
have some who are specialized in Latin America, who have a Latin 
American background. We have a lawyer of German descent, a loan 
officer of Austrian descent, also an economist from Trieste, all of whom 
we use in the European field. 

Mr. Vorys. Your predecessors in the bank have said the VY wer 
against soft government-to-government loans. They say they woul 
rather have a grant than a fuzzy loan, and certainly don’t ever wa 
to have the Export-Import Bank make a fuzzy loan. 

To hear all the bankers in government and out talk about it, you 
would think all government-to-government loans were no good and 
are never paid. "The fact is that of $14 billion plus of post- -World 
War IT loans there has been payment in principal and interest of 
$5.7 billion. 
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I have a record here, a 16-year record of $18 ballion plus credits 
authorized. A little over 10 percent was not used ; 25 percent has been 
repaid ; 63 percent are outstanding; loans charged off as uncollectible, 
46 one-hundredths of 1 percent. And in mere repayments we have 
gotten back $1.5 billion in the past 3 years. 

Now, I was responsible for having $1 billion of the Marshall plan 
money, the first year, in the form of loans or guaranties. We were 
either going to do that or have the amount cut by some such amount. 
All the bankers and the administration people then held their hands up 
in holy horror, and said, “It will wreck everything.” 

But those loans were authorized. Then they said, “They won’t 
pick up the money. They won’t borrow it.” 

They all borrowed it. It was not done the way I expected it. I 
hoped it would be done on a project basis. But they borrowed all of 
it. All of those loans are in good standing. It is true—they are 
awfully long terms and at low rates of interest. But the postwar 
record has simply made those who say that this kind of loans are no 
good, it makes those people look silly. 

I am interested in two things. One is getting this development 
assistance on a loan basis and, in the second place, having it adminis- 
tered by people who know something about making loans. 

I think that unless the system for administering it is set up by 
Congress, there isn’t going to be any development fund of anything 
like the size that is proposed. If the development fund is to be simply 
a drawer in the desk of ICA the way we have had three or four such 
development funds, there isn’t going to be much money or loaning 
authority in that drawer. 

So I think we have to set up a mechanism, and you have either a 
vest-pocket proposition, such as the southeast Asia development fund, 
and so forth, or you have a corporation. 

If you are going to have a corporation, you either have a new one 
or you use an existing one. If you use an existing one, the one that 
fits the pattern most c losely i is the one that has administered the paper- 
work of all of the postwar loans and that has a pretty happy experience 
in that line. 

In short, we are getting around to talking about the Export-Import 
Bank. That is the reason for my line of questions. 

You may not consider this a question, but I am getting this off my 
chest to invite your comment : 

The Export-Import Bank is jealous of its record of making only 
bankable loans, under the Gresham’s law loan theory, not having two 
windows open dealing in soft and hard loans. 

Out home in Ohio, in the same building, under the same board of 
directors, we have an institution called a building and loan company 
and a finance company. They operate under two separate laws, but 

right in the same building, with the same rooms and same officers: 
the finance company has a small separate staff of its own. But the 
two corporations work very happily together there. 

My idea would be that, instead of getting up something new, in- 
stead of having the loan fund be merely a paper thing, in which case 
it isn’t going to amount to much, because there isn’t going to be enough 
money in it ‘to amount to anything, you could set up a parallel corpora- 
tion that, directly or indirectly, would maybe have a new name but 
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would look an awful lot like the Export-Import Bank when vou got 
in there and started to look around. 

Now, that is a little question 1 would like you to answer. 

Mr. Waven. First, I would like to go back to your initial statement. 
I have listed the 5 Directors of the Export-Import Bank, and there 
is not one of the 5 Directors who has any thought such as the one you 
expressed at the beginning of your statement. 

In other words, we think that there are situations where you must 
make government-to-government loans. In some countries, the govern- 
ments are the only people who have sufficient capital or credit to 
originate and develop certain types of projects. 

So, I can speak feelingly on behalf of the five Directors who have 
the responsibility for the management of the bank, today. 

Now, your last question gets to really a matter of organization, or 
form, and inasmuch as the executive branch has not come forth in 
detail with the plan that they propose to use, perhaps it would be 
presumptuous for me to comment. 

Mr. Vorys. I appreciate your embarrassment and the predicament 
you face on my question. 

Mr. Waueu. I can say in answer to your specific question and, using 
your example of the two corporations, we were of the opinion that 
when the Senate special committee recommended a corporation where- 
in the a Bank would be represe nted on the Board of 
Directors, that that would be workable. By that plan the Export- 
Import alee could be represented on the Board of Directors, and at 
the same time continue to be the fiscal agent for the fund in the future, 
as we have in the past. 

I haven’t had an opportunity to talk to Secretary Dulles or to any- 
one on his staff since his testimony on the 22d of May, It is my under- 
standing he testified that, while he was originally in favor of a corpo 
rate form as recommended by the Senate special committee, he had 
been advised that probably the development fund would be a better 
medium of operation. 

In making that statement, he did not elaborate, as I understand it, 
on how the fund should be managed. 

The only point I think I should make now, Mr. Congressman, is to 
say that if the Export- amport Bank is to play any part in carrying 
out the fund idea that has been proposed, and if we are to carr vy out 
the wishes of the President and the Secretary of State made in their 
public statements, namely, that they did not want to harm the Export- 
Import Bank I suggest a method shoul l be devised whereby the Ex- 
port-Import Bank should have a voice in the policy decisions of the 
fund. 

As to the exact form it should follow, I believe that is a matter 
that should be discussed within the executive branch, and we would 
hope a meeting of minds could be reached and a plan devised that 
would be mutually agreeable. 

Mr. Vorys. I understand this is an open session of our committee. 
I wanted to say what I had to say in open session, [ realize the execu- 
tive branch must present a united front in these matters. 

I am not asking you now, but I am telling you, and the executive 
branch, I do not think there is going to be any fund of any particular 
size big enough to do the chore, authorized in advance, unless there is 
an organizational setup that will appeal to the Congress and every- 
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body else as having some competence and continuity, other than merely 
being, as is proposed in the draft bill, in a sentence, merely a pocket in 
the vest of the ICA Director. 

I don’t think it is going to work that way. 

Mr. Wavuen. May I make one more suggestion with reference to your 
original statement ¢ 

The postwar loans, Mr. Congressman, were made largely in Europe 
where, in some instances, they ‘have had economic development before 
our country. 

There must be added thought given to making loans to countries 
where economic development is largely absent or lacking in a great de- 
gree, because of their lack of know-how, their lack of ability to create 
the capital, and many other reasons not necessary to enumerate here. 

I think that is one point that should be recorded. 

Mr. Vorys. That is true, but let me remind you about the MSA 
loans, $1.5 billion of them nearly, made largely in Europe. There 
wasn't a dime’s worth made that Congress didn’t force upon the Execu- 
tive, an unwilling Executive that said, “Give us flexibility either to 
make loans or grants.” It was just the opposite of the old saying 
about liquor. If you gave them loans or grants where they could 
take it or leave it, they “always left it as far as loans were concerned. 
If they had to make loans or not get the money, they made them, and 
Europe has recovered, and I don’t think there is anybody who thinks 
now that those loans aren’t going to be repaid unless we have a big 
war, or something like that. 

Mr. Waveu. Every ECA European loan is in good standing as of 
this date. 

Mr. Vorys. That is right. Now, on the other hand, when you come 
to this development loan business, Garner made a statement before 
our committee and has made it elsewhere, saying the need in the under- 
developed countries isn’t so much for capital, as it is for know-how, 
and that means know-what. 

I have sat in with a lot of groups extrapolating on the amounts 
needed, and they —_ n’t made any studies at all of what the countries 
actually can use, or of the fellows available in the world to plan 
and build the develoninant projects. They are not in the unde- 
veloped countries to plan and build the development projects. They 
haven’t got them there. But there has been no adequate survey of 
the loan officers, the economic people, the engineers in the world who 
are available to go into an underdeveloped _ country and say, “Now 
this is it.” and sit down with them and can say, “This is as fast a 
pace as you can stand, If you try to go faster, you will fall flat on 
vour face.” You and I could name some countries that have fallen 
flat on their face when they tried to industrialize too fast, and stuff 
like that. 

We are going to have to have the closest possible liaison between 
the Internationa) Bank and the International Finance Corporation, 
which, by the way, is standing still, so far, isn’t it ? 

Mr. Wavon. The IFC has not made an investment or a loan as 
yet. I do not think they are exactly standing still. 

Mr. Vorys, If you had a private corporation that said “We are in 
business, but we haven’t loaned a dime,” you would say they were 
standing still. 
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In any case we have the Export-Import Bank, we have ICA, and 
the State Department, and Treasury; and all of them must get to- 
gether on a study in every country. Then the U.N. has various things. 
There has to be a kind of an overall plan and decision as to who does 
what. 

We don’t want to proliferate, do we, the number of agencies that 
have to get into that field ? 

Mr. Wavueu. No,sir. 

Mr. Vorys. Therefore, if we need some setup with more continuity 
merely than an appropriation, that is all that is proposed, we have 
the question as to whether we will use substantially an existing agence 
or to try to get up a new one. Isn't it that simple, or am I making 
it too simple ? 

Mr. Wavuen. No, I think that is the conception. I think the con 
ception today is to develop a new agency rather than to use an exist 
ing agency. 

Mr. Carnanan. Do you mean they want to develop an agency 
within ICA to handle the deve went nt loan fund / 

Mr. Wauaeu. Yes, sir. 

Mr. Vorys. If it was decided to have the Export-Import Bank do 
it, then it would not only have to be given increased monetary au 
thority, but its charter would have to be changed, or its statutory 
authority, isn’t that right? You couldn’t do the deve lopme nt job on 
the basis of merely stimulating exports of the United States. 

Mr. Wavan. We could do the deve lopment job. In fact most of 
our loans, in volume, are development loans. But where the Export- 
Import Bank charter would have to be changed would be in connec- 
tion with possible repayment in currencies of the borrowers. 

Mr. Vorys. Now the President in his message to Congress on this 
said: 
these loans should be made- 

I am quoting from his message with reference to the development 
assistance program— 

these loans should be made on a reasonable expectztion of repayment in dollars 
or local currency, even though we shoul ld recognize that this expectation would 
be based on confidence in the long-range development of the borrowing country 
and on hope for an improved international political climate rather than on 
presently demonstrable financial soundness. 

He uses the magic formula “reasonable prospect of repay: nent 
Then of course, he says “even though” and puts in a few extra things 
IT don’t want you to comment on this right now, but would you think 
about it and maybe comment later on the possi ibility of using, instead 
of a new agency with the Export-Import Bank as a representative on 
the Board—that the new agency would be substantially the Export- 
Import Bank with the ICA Director and maybe State and Treasury 
represented on the Board ? 

The alternatives would be, using the going concern, the EF xpore- 
Import Bank with new elements in an advisory capac ity, or merely 
having the Export- Import Bank in an advisory capacity. 

Mr. Waven. Mr. Congressman, this is Secretary Dulles’ program, 
and I think he should be asked to comment on that rather than a repre 
sentative of the bank. 

Chairman Gorpon. Mr. Carnahan 
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Mr. Carnanan. Mr. Waugh, do you have any particular preference, 
between a corporation to handle the development loan fund or an- 
other group in ICA to handle it 

Mr. Wavueu. You are asking me now for a personal opinion ? 

Mr. CarnanAan. Yes. 

Mr. Waven. I would personally rather favor the corporation plan 
with the close affiliation with the Export- Import Bank. That is a per- 
son: ul opinion. 

Mr. Carnanan. Then proper coordination with an emergency fund, 
would that offer a reasonable chance to take care of needs that we 
might want to meet ? 

Mr. Waven. Again, Mr. Congressman, I don’t believe I should go 
into such detail in discussing the program originally presented by Mr. 
Dulles. 

Mr. Vorys. Could I say one thing more ¢ 

Maybe you don’t want to answer this. 

In my judgment, the ICA and maybe the State De ‘partment, should 
be a claimant agene y rather than a granting agency when it comes to 
this new fund, for diplomatic reasons. 

The ICA man ina country instead of being in a position to say “we 

‘an lend you this money,” should be in the position of saying “we think 
you have a good proposition. We will take it up with the new develop- 
ment bank and we will use our influence to see that you get it but we 
can’t Pore it oo 7m. 

I thin ICA man could negotiate better there than if the whole 
world knew that he had one pocket filled full of loan money and an- 
other pocket full of grant money and that he could reach in either 
pocket and pull it out and Jay it on the table. 

Mr. Waven. We at the Export-Import Bank have always felt, Con- 
gressman, that a decision with reference to whether or not loans should 
be made can best be made in Washington and not in the field. In fact, 
when our missions go out, they go out without authority to close loans. 
That ap plies to the President. as well as every member of the eae of 
Directors. They are to go out and give consideration to proposals, but 
these must be returned to W ashington to be studied thoroughly and 
coordinated with the other agencies in Government before a final de- 
cision is made. 

fr. Vorys. You see one of the things we’ve got to get into this is 
something that will keep the countries from fee ling that they have an 
inherent right to foreign aid from the United States and that the 
United States has an inherent duty, because they are underdeveloped, 
to give them aid. 

Now, there are many countries all over the world who feel that way 
and I know it. I have seen it in the United Nations where I have 
served and I have seen it in the Interparliamentary Union where it i 
just that simple. They think that just because they are underde- 
veloped they have a right to demand aid from us. Now some way or 
other we can’t start in business on that basis. 

Mr. Waven. In order that there can be no misunderstanding as to 
our position I would like to repeat the last paragraph of my statement 
where I say “We agree with Secretary Dulles that the time has come 
for all of us to give consideration to including a mechanism for a 
United States economic development fund which would be available, 
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with provision for the so-called soft loans on a basis capable of being 
serviced and beneficially absorbed by the borrower.” 

That is our position. 

Mr. Vorys. Thatis fine. Thank you very much. 

Chairman Gorpon. Thank you very much, Mr. Waugh, for your 
very interesting presentation. Your testimony will be most helpful 
to the committee in its consideration of the mutual security legislation. 

Mr. Wave. Thank you, sir. 

(Whereupon at 4:30 p. m., the committee adjourned.) 
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THURSDAY, JUNE 6, 1957 


Hovsr or REPRESENTATIVES, 
CoMMITTEE ON ForetGn AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, at 10:50 a. m., in room G-3, 
United States Capitol, the Hon. Thomas S. Gordon (chairman) pre- 
siding. 
Chairman Gorpon. The committee will come to order. This is the 
continuation of the hearings on the mutual security program. 
We have with us today the Hon. William A. Dawson, our distin- 
guished colleague, Congressman from the State of Utah. 
Mr. Dawson, have you a statement ? 


STATEMENT OF HON. WILLIAM A. DAWSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Mr. Dawson. I have a written statement, Mr. Chairman. It may 
be just as well to read it as to try tosummarize it. 

Chairman Gorpon. You may proceed as you please. 

Mr. Dawson. I might state that I do appreciate the privilege of 
appearing before your committee. I hate to start it off on a bad note 
this morning, on a subject that I know is of some concern to all of 
us. At least, I have had some very strong feelings on the matter, 
and I am glad to have the opportunity of presenting my views. It 
is in relation to counterpart funds, which I know you have had under 
consideration for some time. 

With your permission, I will read my statement. 

Chairman Gornon. Very well, Mr. Dawson. 

Mr. Dawson. My purpose in being here this morning is to urge 
members of this committee to incorporate into new mutual security 
authorization the provisions of legislation I have introduced which 
would require the budgeting and reporting of the expenditure of 
counterpart funds by committees of Congress. This Ligtilation is now 
pending before the committee as H. R. 4764. 

Passage of this legislation is necessary for two important reasons. 

First, it is necessary if the House and its membership are to regain 
their right and duty to pass on all expenditures of public funds— 
not only by the executive and judicial branches of Government. but 
expenditures by committees of Congress itself. 

Second, it is necessary if Congress is to avoid the suspicion of wrong- 
doing, a suspicicn that will continue to damage us until the public, by 

ing presented the facts, can determine for itself that the suspicions 
are groundless. 
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Mr. Chairman, I would like to take these two reasons up in their 
order. 

As you were, I was sent to Washington by somewhat more than 50 
percent of the voters in my district and charged with the responsibility 
of deciding how their money could be best spent. We can all agree 
that this is a most difficult and important assignment. Yet our people 
at home are entitled to expect that we each will do the best we can in 
apportioning out the wealth they send to Washington in the form of 
taxes. 

Under the present procedures of spending counterpart funds, we 
are deprived of the opportunity of even trying to carry out their 
assignment. It is impossible. As members of Congress, we have 
absolutely no opportunity to approve or disapprove the amount of our 
people’s tax dollar—as represented in counterpart funds—our own 
committees of Congress are spending. Any legislation that prevents 
us, and them, from knowing beforehand, not afterwards, how their 
money is to be spent is not right. 

In the fiscal year 1956, I am informed, nearly a half-million dollars 
were spent by congressional committees under the present law which 
makes it impossible for you or I to question beforehand either the 
amount or the purpose of this expenditure. 

I want to emphasize that I don’t question whether these expend1- 
tures were prudent. I do say that under present law we cannot as 
Members of Congress fulfill our assignment of weighing the merits of 
these expenditures before—not after—they are made. 

The amendment that I am proposing—and which I hope this com- 
mittee will adopt—will correct that situation. This amendment 
simply provides that the expenditure of counterpart funds by con- 
gressional committees shall be treated as other committee expendi- 
tures. Counterpart funds will still be available for investigations, but 
they will be charged against committee authorizations previously ap- 
proved by Congress. 

Counterpart fund expenditures also will be subject to all reporting 
requirements, including limitations on travel, which apply to commit- 
tee funds now made available from the contingent funds of the House 
and Senate. 

This procedure will have little effect wpon the House Interior Com- 
mittee on which I serve. Because of the nature of the legislation be- 
fore this committee, we have little if any occasion to travel to foreign 
nations where counterpart funds are available. It will, however, affect 
budgetary procedures of other committees. I might say. of course, it 
would still have no effect as far as this committee is concerned which 
does have more occasion, I would assume, than other committees in 
Congress to use counterpart funds, except it would require them to 
report to the proper committees the amount that is needed for their 
travel. 

My experience in Congress has convinced me that invest igations by 
committees such as yours—which are financed by counterpart funds in 
part—more than pay for themselves in money saved the Treasury as 
a result of your investigations. 

Tt would be impossible for you gentlemen to arrive at an intelligent 
recommendation for any program of foreign aid unless you have had 
the opportunity to observe the workings of this program in the field. 
For that reason, I am convinced that Congress would be perfectly will- 
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ing to approve any justifiable increase in budget requests for your 
committee to cover amounts your budget is now enhanced through the 
expenditure of counterpart funds. 

I am sure we all honestly agree that this procedure is preferable to 
the present method which in effect gives each congressional committee 
a blank check insofar as counterpart funds are concerned and thus 
completely negates budgetary limitations imposed by appropriate 
resolutions that are approved by the vote of the entire membership. 

My proposal is no fishing expedition. It would become operative 
with the 86th Congress to permit time for budgetary adjustments to 
be made. If a committee of Congress can justify an increase in its 
budget of $100,000 per year, the House will, I am sure, authorize that 
increase. If it can use counterpart funds to meet a portion of the cost 
of this travel, it should certainly do so. But it should not, as is pres- 
ently the case, justify an expenditure of $100,000 and then supple- 
ment this budget with undisclosed and unregulated amounts of coun- 
terpart funds. 

There isn’t a Member of Congress who has not been damaged by a 
recent disclosure that two employees of the Senate used hundreds of 
dollars in counterpart funds for a free-spending, free-wheeling tour 
of Europe. Certainly their explanation that they did ‘ ‘nothing that 
was not the general practice of Members of Congress” was about as 
damaging a justification for their outrageous waste of public funds 
as they could make. 

Until the people of this Nation are permitted to know the amounts 
of counterpart Ponds spent by Members of Congress and its commit- 
tees—and for what purposes—this statement will stand uncontradicted 
by any evidence they will accept. 

Passage of this legislation would silence once and for all the critics 
of Congress who logically arrive at the conclusion that because Con- 
gress keeps something hidden, there must be something to hide. 

In conclusion, let me emphasize that I have faith that every Mem- 
her of Congress will spend counterpart funds wisely. I think he would 
also spend them with more confidence in the future if he knew that 
these funds were subject to the regular scrutiny that other congres- 
sional expenditures are. 

We require executive agencies to justify budget requests for the ex- 
penditure of regular and counterpart funds. We should i impose the 
same requirement on ourselves. We require executive agencies to ac- 
count for these expenditures. The same requirement should apply 
to Congress. 

To continue a situation that relieves us of some of the duties we im- 
pose upon executive agencies to account for the expenditure of the 
public’s money (counterpart or otherwise) is indefensible. I urge 
the committee to adopt my proposed amendment as a part of the new 
mutual aid authorization act. 

Mr. Chairman, I have added as an appendix the committee expendi- 
tures out of counterpart funds for the period July 1, 1955, to June 30, 
1956, listing the amounts that each committee has reported, both the 
House and the Senate. 

I might add, however, there are some committees which have spent 
funds which have not reported, as I understand it. 

That table will show, Mr. Fulton, that the Foreign Affairs Com- 
mittee has spent during this period $34,266.61, and the Interstate and 
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Foreign Commerce Committee spent $41,174.97, Judiciary, $71,000, 
Merchant Marine and Fisheries, $37,061.71, Post Office and Civil Serv- 
ice, $39,932.06, and Public Works, $34,688.55. 

I would say that your committee has been very moderate in the 
amount of counterpart funds they have spent. It would appear to 
me that this committee is one which could justifiably use counterpart 
to a greater advantage than some of these other committees. 

You come to some of the other committees which have been spend- 
ing moneys in addition to counterpart funds which are unreportable, 
and the situation is even more ridiculous. I refer to an amendment in 
the 1954 supplemental appropriation bill, this amendment permits any 
committee of Congress to draw on an executive agency of Government 
for additional funds for their travel, in addition to counterpart funds. 

Some of the committees have been using that money and not report- 
ing it. 

T object to the whole procedure. I think if we are entitled to use 
these funds, the least we can do is come in and make our request for 
them and report them to the regular committees of Congress in the 
usual way. 

Chairman Gorpon. I notice also in your breakdown here that there 
Was no counterpart money used by the Appropriations Committee. I 
thought there was something. 

Mr. Dawson. The Appropriations Committee probably spent more 
than any other committee but they haven’t reported it. 'They receive 
funds under the 1954 amendments I have referred to. These are the 
only committees that have reported. 

Chairman Gorpon. Thank you very much, Congressman Dawson, 
for your statement. We will open our meeting for questioning under 
the 5-minute rule. I have no questions my self at this time. I will 
ask Congressman Morgan if he has any questions. 

Mr. Morean. We are glad to hear our colleague’s testimony. It is 
enlightening. What is the total amount that you have on your list of 
all the committees that have reported to House Committee on Admin- 
istration ? 

Mr. Dawson. They have reported for this period, July 1, 1955, to 
June 30, 1956, $824,389.20 in the House; $165,847.25 in the Senate. 

Mr. Morean. The addition of both is where you get your half-mil- 
lion-dollar figure ? 

Mr. Dawson. That is right. In addition, of course, there are some 
other committees that have not reported. 

Mr. Morean. That is all. Mr. Chairman. 

Chairman Gorpon. Mr. Fulton. 

Mr. Furron. On the committee expenditures which you have listed. 
it is apparent that with 435 Members in the House, spending $324,000 
of counterpart funds, that the economy is better in the lower body 
than it is in the Senate per Member. 

The Senate has spent $165,847.25 for 96 Members in counterpart 
funds in the same period. 

Mr. Dawson. That is right. The incident that I called attention to 
that occurred over in Spain is just a sample of one of the reasons that 
that is out of line. 

Mr. Furton. The Senate Appropriations Committee, I notice has 
spent $94,000, which is greatly in excess of any House committee. 
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Mr. Dawson. That is correct. 

Mr. Fuuron. The House committees for the size of membershi 
would seem to be very low in amount. For example, the Foreign Af- 
fairs Committee with 32 members, whose jurisdiction is foreign affairs, 
has spent only $34,000 in counterpart funds. 

Mr. Dawson. In answer to that, Mr. Chairman, I want to emphasize 
again that I am not objecting to the use of counterpart funds. I do 
think they should be open to the public. They should be justified so 
that the public’s mind will be relieved of any doubts that may arise as 
to how these funds are being spent. 

Mr. Fuuron. Thank you very much for your statement. I am sure 
we will be glad to consider it. 

Chairman Gorvon. Mr. Carnahan. 

Mr. Carnanan. Thank you, Mr. Chairman, and thank you, Con- 
gressman Dawson, for your presentation. 

I just wanted to ask, did all of the Senate committees report ? 

Mr. Dawson. I am not certain as to that. We have eight of the 
Senate committees that reported. I don’t know how many committees 
there are over there. 

Mr. Furron. There are 15 regular standing Senate committees. 

Mr. Carnanan. Eight of the committees have reported ? 

Mr. Dawson. Yes, eight have reported. 

Mr. Carnanan. Is the matter of reporting just a voluntary act; re- 
port if you so desire ? 

Mr. Dawson. That is my understanding. I don’t believe they are 
required to report. The Chairman might. correct me if I am wrong. 

Chairman Gorpon. I am not sure what the requirement is. 

Mr. Morano. Will the gentleman yield ? 

Mr. Carnanan. I just wanted to say that if it is a requirement all 
committees should of course meet the requirement. 

Chairman Gorpon. We can make inquiry from our staff. Is it 
necessary for committees to report ¢ 

Mr. Morano. House Administration, I believe. 

Mr. Crawrorp. This committee reports monthly to the House Ad- 
ministration Committee, and has from the very beginning reported 
the counterpart expenses of the committee, as well as the dollar ex- 
penditures to the House Administration Committee. 

We have done that from the very beginning. 

The existing law has this to say in section 502 on the use of local 

currency : 
Provided, That any such committee of the Congress which uses local currency 
shall make a full report thereof to the Committee on House Administration of the 
House of Representatives (if the committee using such currency is a committee 
of the House of Representatives) or to the Committee on Appropriations of the 
Senate (if the committee using such currency is a committee of the Senate ora 
joint committee of the Congress), showing the total amount of such currency 
so used in each country and the purposes for which it was expended. 

Mr. Carnanan. Does that deal just with House committees or 
House and Senate committees both ¢ 

Mr. Crawrorp. House and Senate committees. The difference is 
that the Senate committees report to the Senate Appropriations Com- 
mittee and the House committees report to the House Lowineen ition 
Committee. 








350 MUTUAL SECURITY ACT OF 1957 


Mr. Carnanan. Then reporting the use of local currencies is already 
required by law. 

Mr. Crawrorp. Yes, and this committee files those reports monthly. 

Mr. Dawson. It would be a good idea to inquire why other com- 
mittees of the House and Senate have not filed reports. 

This is right up to date as I received it from the House Committee 
on Administration. 

Mr. Futron. Would the gentleman yield ? 

Mr. Carnanan. I yield. 

Mr. Furron. Could we have a statement of the House committees 
as well as the Senate committees which have not made the required 
reports under the present law ? 

Mr. Morgan. The chairman of the House Committee on Administra- 
tion is a member of this committee. 

Mr. Crawrorp. We understand the House Appropriations Commit- 
tee does not and never has used counterpart. 

Mr. Fuuron. I have asked for a statement of the House commit- 
tees and the Senate committees that have not made the required re- 
ports. So there could be an explanation made. You have shown us 
the ones that have reported. Now we ought to have all the commit- 
tees listed. 

Mr. Carnanan. I have nothing further, Mr. Chairman. 

Chairman Gorpon. Mr, Jackson. 

Mr. Jackson. I have no questions. I think that our colleague makes 
a very valid point on this matter of disclosures. 

I don’t know how successful it is going to be, however. The House 
might well go ahead and do it. How ever, another body has de mon- 
strated a considerable « capacity—I don’t like the word “secrecy” in the 
matter—but it is a fact that it is difficult for any outside agency to 
obtain information on the expenditure of counterpart funds by mem- 
bers of the body. 

Certainly it is a valid point, and I think one to which we should 
give considerable attention during our discussions of the Mutual Se- 
curity Act. 

I do think that the responsibility for assuring that the provisions 
of law as they now exist with respect to required reports on counter- 
part expenditures is a responsibility of the Committee on House Ad- 
ministration. 

Chairman Gorpon. Mr. Selden. 

Mr. Seven. I have no questions, Mr. Chairman. I am very interest- 
ed in the testimony that our colleague has given, and I might add 
that I feel legislation of this type is justified. 

Mr. Dawson. I appreciate your support. 

Chairman Gorpon. Mr. Morano. 

Mr. Morano. Thank you, Mr. Chairman. 

First of all, I apologize for coming in late; so I didn’t hear the 
entire testimony of Congressman Dawson. 

As I understand it, I have only just looked at the enacting clause, 
your proposal is designed “to provide that counterpart funds used by 
a committee of Congress overseas shall be charged atitinat the amount 
available to such committee from the contingent fund of the Senate 
or the House of Representatives” ? 
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Mr. Dawson. That is right. It would require them to justify their 
use of counterpart funds in the same manner that they now justify 
requests for contingent funds before the proper House committee. 

Mr. Morano. Have you thought out the practical application of 
your proposal? I mean, for example, regular standing committees of 
the House come before House Administration at the beginning of a 
term and they make a request for a certain amount of money to operate 
their committee over a period of either 1 year or the full term of the 
Congress. 

Say they came and asked for $100,000. The House Committee 
on Administration would be charged with the responsibility of deter- 
mining whether they are going to give them the $100,000 or not. 

Mr. Dawson. That is right. 

Mr. Morano. Where would you work in your idea of the counter- 
part funds? 

Mr. Dawson. You would come in and make your request for the 
total budget at one request. You would request the use of so much 
money from the contingent fund. You would request so much money 
from counterpart funds and justify the request. That is the very 
purpose of having you before the committee, so that there is some 
congressional contro] on the amount that committees are spending. 

Mr. Morano. Let us say at the beginning of the year a committee 
comes in and says that it has to have $100,000 to operate. It has no 
idea whether any subcomittee is going to travel to a country where 
counterpart funds would be used. 

Mr. Dawson. I would say the committee should probably plan its 
travel far enough ahead of time to justify its budgetary request. 

Mr. Setpen. Would the gentleman yield? 

Mr. Morano. I yield. 

Mr. Sevpven. Couldn’t a total amount be allocated for a committee 
and a deduction from that total be made of any counterpart funds that 
are used ¢ 

Mr. Morano. That might be more impractical than the other way. 

Chairman Gorpon. The counterpart funds should be used. 

Mr. Dawson. I appreciate that fact, that the counterpart funds 
are there. I have heard that argument. They are there and if we 
don’t spend them somebody else will. So we might as well be spend- 
ingthem. But the point I am making is this—— 

Mr. Morano. My questions do not necessarily reflect my point of 
view. 

Mr. Dawson. I believe we should keep our house in order as much 
as any executive branch of Government. They are required to come 
up here and make their request for the amount of money they are going 
to need for operations. They have to plan their affairs ahead of time 
to justify that request. 

I don’t think it is right for a congressional committee to go in before 
the House Committee on Administration and get an appropriation of 
so much money, as they do now, and then go ahead and spend all they 
want in addition without any control of counter part funds without a 
previous authorization. 

Mr. Morano. I am trying to hurry along as fast as I can, Mr. Chair- 
man. Where did you get the figures that you supplied the committee, 
Mr. Congressman ? 
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Mr. Dawson. I got them.from the House Committee on Administra- 
tion. ' 

Mr. Morano. I think in your testimony I caught the words “tax 
dollars.” 

Mr. Dawson. That is right. 

Mr. Morano. Do I understand that to mean that you imply or 
have said that the tax dollar, American tax dollars are being spent 
when we use counterpart funds? 

Mr. Dawson. I didn’t intend it to mean that in the sense that you 
are implying it. But I can say in the long run it is American tax 
dollars. 

Mr. Morano. Do you know how counterpart funds are derived ? 

Mr. Dawson. It is my understanding when we appropriate mutual 
assistance funds for foreign nations in the form of loans or gifts or 
whatever it might be we earmark a certain percentage of it—is it 10 
percent ?—for furthering American causes over there. Am I correct 
in that? 

Mr. Furron. No, that is not the correct statement. 

Mr. Dawson. One of you experts can perhaps enlighten me. 

Mr. Furron. Without such qualification, I believe that I can give it 
to you, if you would like. 

Chairman Gorvon. Would the gentleman yield ? 

Mr. Morano. Yes; I yield to the distinguished gentleman from 
Pennsylvania. 

Mr. Fuuron. As an example of the law governing United States 
holdings of foreign currency abroad let us look at Public Law 480 
where there are set up various provisions for the authorized use of 
counterpart funds that are generated. 

Mr. Dawson. When you say “generated,” whose money generates 
them in the beginning? 

Mr. Fuuron. That means the foreign currencies arise by agreement 
with foreign governments and are received by the United States in 
exchange for mutual sec urity aid, and under Public Law 480, in sale 
of United States surplus agricultural products for foreign currency. 

Mr. Morano. You were on the right page. 

Mr. Futron. Section 104 of Public Law 480, is the section that says 
that section 1415 of the Appropriations Act of 1953 requiring Appro- 
priation Committee action will be set aside in certain instances and 
will be effective in other instances. 

That section 1415 means that the mutual security moneys, even 
though counterpart funds, will have to be appropr iated by the House 
Appropriations Committee, as you are seeming to want here. 

Under section (d) of that particular 104 section we have the pur- 
chase of goods and services for other friendly countries; (e) for pro- 
moting balance of economic deve lopment and trade among nations. 
Each of these expenditures of counterpart funds has to go before the 
House Appropriations Committee for action. 

Section (f) referring to payment of United States obligations 
abroad, likewise must go before the House Appropriations Committee. 
And then, when you are talking about the 10-percent figure, there is 
a very peculiar section later that isina proviso that says that not less— 
emphasizing less—than 10 percent of the counterpart funds must go 
before the House Appropriations Committee for action. So that it 
is a very peculiar legislative provision, I might add. 
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That provision of 10 percent actually leaves 90 percent out from 
under the Appropriation Committee’s jurisdiction. 

Mr. Dawson. It is our money we are talking about, isn’t it ? 

Mr. Fuuron. Yes. It is our taxpayers’ money. 

Mr. Dawson. That isthe answer to your question. 

Mr. Morano. Suppose we don’t use it at all. Then do you know what 
happens to it ? 

Mr. Dawson. Yes. 

Mr. Morano. What happens to it ? 

Mr. Dawson. I understand it is used by someone else representing 
our country in the nations receiving these funds or else it just remains 
unused. 

Mr. Morano. Let my friend answer this: Wouldn't you agree, Mr. 
Fulton, it is not recoverable at all to the United States Treasury ? 

Counterpart funds are foreign currencies held by various United 
States agencies for purposes authorized by legislation. 

Mr. Fuvron. The purposes under Public Law 480 that the counter- 
part can be used for are set out in section 104, and, of course, should 
not be returned by the agencies to the United States Treasury. The 
President may use or enter into agreements with friendly nations or 
organizations a section 104 to use the foreign currencies which 
accrue under this title for a number of purposes. 

The second arent iso of section 104 says that the President, and I 
will read that to you: 

Provided, however, That the President is authorized to waive such applicability 
of section 1415— 

that is, the requirement of appropriate action by the Appropriations 
Committee— 

in any case where he determines that it would be inappropriate or inconsistent 
with the purposes of this title. 

So there are broad powers of disposition of counterpart funds vested in 
the President without the need of putting all foreign currencies as 
counterpart funds in the United States Treasury. 

We are allowed to pay United States obligations abroad, which is a 
Treasury transaction, under subsection (f) of this section 104 of Public 
Law 480. 

Mr. Jackson. Will the gentleman yield as to clarification of whether 
these credits are generated with tax dollars? They are definitely tax 
dollars. Take $100 million worth of wheat held by the Commodity 
Credit Corporation, paid for with United States dollars. You ship 
the wheat to country X. There is then deposited in that country an 
amount equivalent, in local currency, which is placed in a special joint 
account. These funds may be used for almost any purpose upon 
which the two countries agree. 

Mr. Morano. Including military hardware. 

Mr. Jackson. Yes, and including embassy property. We have 
bought property for United Sts ates embassies. 

Mr. Dawson. That. points up another matter that is to be considered 
by your committee. If it is to be wasted, we ought to cut it out in the 
first place. That is another example of waste of foreign aid funds. 

Mr. Jackson. I didn’t mean to imply this was necessarily wasteful. 

Mr. Morano. It might destroy the entire mutual security program 
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if you cut this whole thing.out. There are a lot of complexities in this 
whole thing and I would be afraid of acting without very careful con- 
sideration. 

Mr. Dawson. I would say, Mr. Chairman, it is the complexities that 
are worrying the public right now. If this matter is allowed to con- 
tinue and we don’t make some acc ounting or request for these funds, it 
is going to snowball. Public opinion is going to reach the point where 
they will demand we do somethi ing about it. 

Mr. Morano. Let me make this observation. The total amount that 
the distinguised gentleman from Utah has reported here is less than a 
half million dollars in counterpart funds. 

All has been reported to the House Administration Committee or 
the Senate Appropriations Committee. There are others that haven’t 
reported. So let’s assume, for the sake of argument, that it is $1 mil- 
lion. I understand there has been a resolution passed by the Rules 
ponenaine prohibiting all but 2 or 3 committees from going over- 
seas; is that correct ? 

fe i AceinnssGhimichn: I understand so. 

Mr. Morano. That has restricted the use of counterpart funds, ob- 
viously, will restrict the use or could restrict the use of counterpart 
funds to much less than a total of $1 million. 

Mr. Sevpen. Will the gentleman yield ? 

Mr. Morano. I wanted to finish this statement. We are dealing 
in world problems, in international problems. There is only one 
thing that I would want to do perhaps or consider doing, and that is 
this: E very committee makes a report to the House Administration 
Committee. We are not required to make an item-by-item report. I 
think the Foreign Affairs Committee makes a closer report; that is 
to say, a more itemized report, a closer check on expenditures than 
any other committee of the House. I may be wrong, but that is what 
I think. That is, perhaps, where something shoul 1 be done. 

But, in my opinion, the expenditures of this small amount of money 
by committees of Congress has and can save hundreds of millions of 
dollars if not billions of dollars to the American taxpayer. 

Mr. Dawson. I can’t agree with the gentleman more. That is ex- 
actly what I stated in my statement. The only point [ am making 
is that we should account 

Mr. Morano. We are accounting. The only thing we are failing to 
do is say. “Now the Congressman in question or the Senator in ques- 
tion didn’t say that he spent $10 for his dinner in Paris or $15 for an 
automobile trip somewhere.” 

Mr. Dawson. You are accounting after you have spent the money. 
What I am asking you to do is go in and justify your request before 
the money is spent. In other words, after you have spent it, then 
you come in and say, “We have spent so much.” 

Mr. Morano. In respect to that, the chairman of any committee or 
subcommittee, at least from this committee, has a close checkrein. 
Any member who spends counterpart funds, he is justifying what he 
is doing; otherwise, he just isn’t going to be able to do it. 

Many times I have spent my own money out of my own pocket on 
the chance that I might get some counterpart funds to replace the 
money I have spent. So it isn’t all black and white, I want to say to 
the distinguished gentleman from Utah, and TIT appreciate what he 
is trying to do. 
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Mr. Sevpen. As | understand your bill, Mr. Dawson, it will not 
stop the use of counterpart funds. It will simply require the com- 
mittees to account for the funds they use. 

Mr. Dawson. That is correct. 

Mr. Fuiron. Would the gentleman yield further? The only point 
I was making was that it is not quite correct to say that Congress 
should account just the way we make the other Government depart- 
ments account on counterpart funds because as [ have pointed out to 
you on one of the biggest acts producing counterpart, Public Law 
480, in most instances the Government departments don’t have to report 
to anybody. They go ahead and spend it without being authorized 
in advance according to agreements made for disposal abroad of 
United States surplus agricultural products. Congress does a better 
job of requiring its committees to account than it does for the down- 
town departments. If you would like to see the debate on that ques- 
tion, it occurred on Monday and Tuesday this week in the House. 

Mr. Dawson. One wrong doesn’t justify another. I mean, I don’t 
think that is right either. 

Mr. Fuiron. We are doing a better job of requiring committees to 
account in Congress than the Government departments themselves are 
doing. 

Mr. Sevpen. I might say to the gentleman that I have traveled with 
this committee, and I have watched the careful manner in which all 
counterpart funds are accounted for. 

I don’t think this bill would have any effect on this committee 
whatsoever. 

Mr. Jackson. Would the gentleman yield? There is a practical 
matter, I think, in anticipating the travel requirements of a committee 
of this sort at the time the justification is made for our dollar requests 
before the House Administration Committee. 

A case in point has developed here in the committee only recently. 
During the last month, a subcommittee has had under consideration 
certain personnel matters having to do with USIA. It has been tenta- 
tively decided, subject to the will of the chairman and the entire com- 
mittee, that it might be well before undertaking to put in substantive 
legislation to take a look at some of the operations of USIA abroad. 
This travel was not contemplated at the time the committee’s request 
for funds was made. If the plan is carried out, and 4 or 5 members 
of the subcommittee go into various countries, to determine what is 
being done by USI A, it will require the expenditure of a not incon- 
siderable sum which was not contemplated at the time the request 
for operating funds was made from House Administration. 

What is true of this subcommittee will undoubtedly be true of other 
subcommittees as this Congress progresses. Travel plans are generally 
not firmed up, it has been my experience, until close to ‘the time 
Congress adjourns. 

It is then decided on the basis of existing conditions, the world situa- 
tion, where the global trouble spots are which are in the study jurisdic- 
tion of the committee. 

Counterpart solves a great problem in some areas. It doesn’t in my 
primary study area, which is Latin America. We have no counter- 
part funds available there, so T must draw on the dollar balance. 
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Mr. Dawson. I mentioned in my off-the-record statement that there 
is another procedure which permits any committee of Congress to 
draw on an executive branch of Government for some of their funds 
to investigate them. 

This committee drew approximately $1,300 for a trip to South 
America, was it, last fall ? 

Mr. Morano. I was on that trip. 

Mr. Dawson. You drew on United States funds. I haven’t my file 
here on that. I have another bill which has been referred to the Ap- 
propriations Committee which would require a repeal of that section. 
I don’t think we should take out of the budgetary allotment to the 
executive branches of Government funds from their budget to inves- 
tigate them. That is another matter. It is not involved in this bill. 
In view of the fact that you mentioned that one trip—— 

Mr. Jackson. I was not on that trip. 

Mr. Dawson. That did come ont of dollars and not counterpart 
funds. 

Mr. Morano. I was on a trip to go down to Guatemala to see what 
progress they were making. I was a guest of the Guatemalan Gov- 
ernment. As I remember that trip, the Navy expended some funds, 
that is to say, they rode us down. I don’t know if you are referring 
to that or not. 

Mr. Dawson. I havea copy of a letter from the Comptroller General 
in regard to this trip pointing out the problem which I will be glad to 
submit to the committee. 

(The letter referred to is as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, January 2, 1957. 
Hon. Joun B. HOLuister, 
Director, International Cooperation Administration. 

Dear Mr. Hortiister: Reference is made to your letter of December 26, 1956, 
transmitting a copy of a letter dated December 20, 1956, from the chairman 
of the Committee on Foreign Affairs, House of Representatives, requesting an 
advance of funds from your Administration under authority of section 1314 of 
the Supplemental Appropriation Act, 1954 (67 Stat. 488), to defray the official 
expenses of a visit to Guatemala by members and staff of that committee. You 
state that since the Committee on Foreign Affairs is the authorizing committee 
in the House of Representatives that reviews your program annually and passes 
on the amounts authorized to be appropriated each year, it is your opinion that 
it is one of the committees referred to in section 1314 in the phrase “the standing 
committees concerned,” and our advice is requested as to whether this interpreta- 
tion is correct. 

It is explained in the chairman’s letter that a special study mission of the com- 
mittee is preparing to visit Guatemala to investigate certain matters pertaining 
to the operations of the mutual security program in that country and the ques- 
tion of funds which may be required for further implementation of the program 
there. 

Section 1314 of the cited act provides: 

“Funds made available in this or any other Act shall hereafter be available 
for examination of estimates of appropriations in the field and the use of such 
funds for such purpose shall be subject only to regulations of the standing com- 
mittees concerned.” 

The use of appropriations for the traveling expenses of committees of Congress 
is authorized, under the terms of section 1314, when the expenses are incurred 
incident to the examination of estimates of appropriations in the field. Some- 
what similar language for identical purposes has been used in various of the 
appropriation acts for a number of years, and has been recognized by our Of- 
fice as authorizing the use of appropriations in which inserted for traveling 
expenses of the committees of Congress. (See 25 Comp. Doc. 493.) Under the 
former authorizations payment has not been questioned when the vouchers pre- 
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sented show that the expenses were incident to examination of estimates in the 
field. Section 1314 differs from the former authorizations only in that it is per- 
manent authority and provides that the use of such funds shall be subject to 
regulations of the “standing committees concerned.” The language is not re- 
strictive to any particular committee, nor is there any indication in the legisla- 
tive history that such was the intent of Congress. The power to report legislation 
authorizing appropriations in the field of foreign affairs rests in the Committee 
en Foreign Affairs, and the request of the committee indicates that an investiga- 
tion of the operations of the mutual security program and the question of funds 
required for further implementation of the program, has been deemed neces- 
sary. Since the committee’s request was made under the provisions of section 
1314, it is presumed that an examination of estimates of appropriations is essen- 


tial to that investigation. 
In the circumstances, there appears sufficient basis for your interpretation of 
section 1314. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 

Mr. Morano. Maybe I am talking about something altogether dif- 
ferent. 

Mr. Dawson. The letter I have submitted has no direct bearing on 
this bill itself, other than the whole problem I am trying to get at, to 
have the committees of the Congress lay their cards on ‘the table and 
let the public know what they intend to do and clear the air of any 
suspicions— 

Mr. Jackson. Which they are supposed to do under the provisions 
of existing law. 

Mr. Dawson. I would like to see it be justified before the money is 
spent. 

Chairman Gorvon. Before I call on the other members, I want to 
bring this to your attention as it has been srongnt to mine. In your 
statement I believe there is a typographical error. You refer to 
H. R. 4746 and your bill is H. R, 4764. 

Mr. Dawson. That is right. 

Chairman Gorvon. Mr. O’Hara. 

Mr. O’Hara. The figure of a half million dollars, Congressman 
Dawson, that covers what period of time ? 

Mr. Dawson. It covers a year. It covers the period July 1, 1955, 
to June 30, 1956. 

Mr. O’Hara. And you obtained the figures from what source / 

Mr. Dawson. The House Committee on Administration, and also 
the Senate Committee on Appropriations. 

Mr. O'Hara. You obtained the material as a Member of Congress / 

Mr. Dawson. That is correct. 

Mr. O'Hara. Could any newspaperman have obtained the same fig- 
ures on his request ‘ 

Mr. Dawson. I assume he could. Iam not certain. Perhaps a staff 
member might advise me on that. 

Mr. O'Hara. To a certain extent, there is no secrecy in this as to 
the total amount spent by the respective committees / 

Chairman Gorpon. I have been informed it has already been pub- 
lished. 

Mr. O’Hara. Your thought is that there should be more detail 
available to the public to avoid a possible suspicion reflecting upon the 
integrity of the Members of Congress ¢ 

Mr. Dawson. That is right. I think they should come in and justify 
their — before the money is spent. Before you came in, Mr. 
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Q’ Hara, I called attention to the fiasco which allegedly occurred over 
in Spain with a Senate committee a year or so ago that caused a lot of 
publicity over the country, where a staff member was reported to 
have been sworn in as a staff member while they were over there, ac- 
cording to the press, and they were investigating night clubs and that 
sort of “thing. It came out in the press and it gave the Congress a very 
bad reputation. 

Had they been required to come in and justify their request in the 


beginning in setting up their appropriation, I don’t think that would 
have ever occurred. 


Mr. O’Hara. How would that prevent it? They come in in advance 
and make a budget presentation. How is that going to stop the prac- 
tice later in the actual use of the money ? 

Mr. Dawson. I don’t think you are ever going to stop abuses if you 
don’t have Members of Congress who want to stop them. You simply 
can’t do it. You are right. We can’t avoid it. I have confidence in 
the Members of Congress and in the Senate. I don’t think that is 
going to happen as a rule. 

If they would come in and justify their requests and say what they 
are going to spend the money for, I think we are going to allay the 
fears of the public, at least to that extent. 

Mr. O’Hara. W ould you favor making available to the public the 
amount of money, both tax money and this counterpart fund, spent 
by each individu: “I Member of the Congress? 

Mr. Dawson. I would favor that. 

Mr. Jackson. Would the gentleman yield? I think again you run 
into the practical difficulty, that it is impossible in a travel committee 
consisting of, let us say, 6 or 8 individuals where the chairman 
of the subcommittee generally handles the payment for hotels, meals, 
transportation, and things of that sort. It is almost impossible under 
such conditions practically to break down on an individual basis the 
expenditures which are made by the individual members, unless of 
course a member happens to be traveling as a subcommittee of one. 

Mr. Dawson. Aren’t those facts available now under the regular 
contingent fund appropriations; isn’t it possible for the press or any- 
body else to go to one of our committee staff members and get the in- 
formation as to how much a member spent ? 

Mr. Jackson. I don’t know how you would be able to determine it. 
I would have to defer to the staff on this. I would say that we could 
take Mrs. Kelly’s European subcommittee, which consisted of a num- 
ber of members. I assume the bills covering things as hotels, meals, 
and transportation were probably disbursed by the chairman of the 
subcommittee. 

Mr. Fuuron. That was right. 

Mr. Jackson. Which would make a rather distorted picture. You 
would find Mrs. Kelly spending a lot of money and some of the other 
people on the subcommittee not spending any. 

From a practical standpoint you can’t break down a subcommittee 
of this kind, operating as a unit, into its component parts and say that 
Congressman A spent so much, Congressman B spent so much, Con- 
oe C spent so much, Congresswomen D spent so much. 

Mr. Carnanan. Mr. Dawson, really all your bill does is to charge 
the expenditure of counterpart funds to the amount of money that 
has been allotted to a committee ? 
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Mr. Dawson. ‘That is right. 

Mr. Carnanian. Then, of course, you are reenacting again what is 
already law by requiring reports which are already required. 

Mr. Dawson. The only difference would be that on your use of 
counterpart funds you would be required in the beginning to go before 
tle House Committee on Administration or wherever you go to justify 
your request. 

| understand it also goes to the Rules Committee. I was over to the 
Rules Committee when your committee was there this year justifying 
its request for funds. My bill would give some budgetary control over 
the total amount that is gomg to be spent. 

Mr. Carnanian. If a committee has justified $75,000 for the expend- 
itures for a year, then if that committee spends counterpart money it 

ll be charged against the $75,000 4 

Be Dawson. T assume if you are going to spend $75,000 you may 

go in and say, “We would like to spe nd $50,000 out coe the House 


contingent funds and $25,000 of counterpart funds,” or however you 
plan to break it wp. 
Mr. Morano. I can see the chairmen of the various committees—I 


am on the House Administration Committee—I can see the practical 
problem faced by the chairmen of these committees who come to us 
seeking to get money to administer their committees and pay for 
their st affs, and so on. 

Let’s take the Judiciary Committee, for example, which usually 
spends $100,000, I am not sure that is the right figure. They would 
come in and they would say that they want to spend $100,000 of 
which $25,000 is to be counterpart funds. That is the way they would 
have to present their case in order to justify it. They couldn’t use 
counterpart funds to pay their staff. They couldn’t hire anybody with 
that kind of money. There would be so many problems. 

They would have to determine whether the countries they are going 
to have counterpart funds to start with. 

Mr. Dawson. Couldn’t you do it by basing it on what you have 
spent in the past? 

Mr. Morano. That might be a yardstick. 

Mr. Carnanan. Does the House Administration at the present time 
have jurisdiction over counterpart funds ? 

Mr. Morano. No, except for reporting. The Foreign Affairs 
does- 

Mr. Dawson. No committee has jurisdiction over them except the 
chairman of each individual committee. 

Mr. Futron. That is the point. 

Chairman Gornon. Mr. O’Hara has the floor. 

Mr. O'Hara. I merely wanted to observe, Congressman Dawson, 
that I think we all subscribe to your purpose. How it can be worked 
out, I don’t know. We are all sensitive that the Congress always 
should be close to the American people and anything that undermines 
the confidence of the people i in their representatives demands correc- 
tion. Some individual’s deportment may invite criticism and he may 
spend too much money and improperly and it all redounds on the 
Congress in unfavorable publicity. We want to stop it if we can. 

Mr. Morano. That was a staff member. It was not a Member of 
Congress that Mr. Dawson was talking about. 
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Mr. Dawson. There was considerable criticism of certain members 
of the other body who chartered special airplanes in Spain to bring 
them back, if I remember the incident. It did go beyond staff mem- 
bers. This would apply to both the House and Senate. 

Mr. Sevpen. Mr. Dawson, would this have the effect of stopping 
travel of committees who are not authorized to travel abroad ? 

Mr. Dawson. Yes, I think it would. 

Mr. Sevpen. How many committees are actually authorized to travel 
abroad at the present time / 

Mr. Dawson. Of course, I can’t answer that. It puts a terrific re- 
sponsibility on the chairman of a committee. The chairman of the 
committee can give his ned to about anyone who wants to take a trip. 

Chairman Gorpon. I will have the clerk report on that. 

Mr. Crawrorp. We have just been informed by the staff of the 
House Rules Committee that the Foreign Affairs Committee of the 
House is the only committee of the House authorized to travel to a 
foreign country. Some of the standing committees have approval 
for travel to Territories of the United States but not to foreign coun- 
tries. 

Mr. Sevpen. In other words, if this measure is passed, it will have 
the effect of holding foreign travel to this committee only. Is that 
correct 4 

Mr: Crawrorp. I am not sure exactly. I would have to study it. 
I am not sure whether H. R. 4764 would have that effect. 

Mr. Fuiron. Would the gentleman yield ? 

Mr. Jackson has brought up a very good point of accounting and 
referred to our European Subcommittee that both Mr. Selden and I 
were on. Here is where the situation develops. 

I can remember one lunch when we were in London where the group 
of us, 5 Congressmen and 1 staff member from the committee, were 
at a lunch and I happened not to be hungry at that lunch. The 
others ate a regular meal. I like very much a former Democratic 
Secretary of the Air Force and his wife who were re, and I wanted 
to hear from him as to his views on Europe after his current trip. 

At my request the chairman of the subcommittee, Mrs. Kelly, vers 
kindly invited them to eat with us. The question then would come 
up: Mrs. Kelly gave the invitation. I wanted them as a Republican 
member to hear from the Secretary and to see his wife. I didn’t eat 
as much as the others did, and the check came all i in one bill. Who 
gets charged with it? 

Mr. Jackson. Whoever signs it. 

Mr. Fuuron. It brings up the practical problem that Mr. Jackson 
has raised as to how you allocate such charges among members. To 
me, it comes down to the responsibility of the particular committee. 

I would like to compliment our Foreign Affairs Committee chair 
man as well as the subcommittee chairmen and the staff members on 
keeping a very accurate and full account and being very fair on the 
use of counterpart funds that are used on necessary inspection trips 
abroad. 

Chairman Gornvon. At this point I want to bring this to the atten- 
tion of the members and to refresh their minds as to the amounts we 
have received and that we have spent. 

I will have the Clerk read it. 


~ 


MUTUAL SECURITY ACT OF 1957 361 


Mr. Crawrorp. The chairman has reference to the dollar expendi- 
tures through the contingent funds of the House and the economies 
that have been effected in their use in recent years, particularly 
through the use of counterpart currencies. 

For example, the committee received in the 80th Congress $125,000 ; 
spent $45,724, and turned back unexpended $79,000. In the 81st Con- 
gress received $50,000; spent $18,000, turned back $31,000; 82d Con- 
gress, 83d Congress and 84th Congress received $75,000 for each Con- 
gress; spent $0,000, $32,000 and $23,000 respectively; turned back 
$54,000, $42,000 and $51, 000. In its budget report of February 4 of this 
year to the House Administration C ommittee, the Committee asked 
again for $75,000, stating that it expected to turn back a large amount 
again because of the maximum use of counterpart funds which in the 
previous Congress had amounted to twenty-nine-thousand-some- 
hundreds of dollars for the 15 study missions, and through the use of 
military transportation on a space-available basis. 

Mr. Furron. That isa fine record. 

Chairman Gorpon. I believe it is. Do you have any more questions, 
Mr. O'Hara? 

Mr. O'Hara. No, except to observe that from the figures just read 
to us it would seem that there is an answer in the record that we have 
now to the whispers that we are squandering this counterpart. We 
are turning back moneys that have been allotted to us because the 
committees have used this other money. 

Mrs. Bouron. May I ask a stupid question ? 

Mr. Dawson. I am not objecting to the use of the counterpart funds. 
I am glad to see you using less of the House contingent funds and more 
of the counterpart. I think they should be budgeted and requested 
before they are spent. The fact that you turn money back would indi- 
cate that you are using more counterpart funds. 

Mrs. Bowron. Is there any account given of how much is spent? 

Mr. Dawson. Yes. 

Chairman Gorpon. Mr. Fountain. 

Mr. Founratn. No questions, Mr. Chairman. I haven’t been abroad 
yet. Tam hoping to get over some day. This discussion is most inter- 
esting. 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Bouron. I must say it is good to see that an endeavor is being 
made as to what happens to counterpart, because I have had brought 
to me various stories of extravagant spending of counterpart in ways 
that didn’t seem to me to be legitim: ate. I hope very much something 

can be done. 

Mr. Fuuiron. May I make a comment, that I am going to submit a 
bill of $26 through the committee for a week that ‘I spent extra on 
a special mission In Europe, in addition to the mission of the Subcom- 
mittee for Europe, and I hope that is not too extravagant. 

Chairman Gorpvon. Thank you very much, Congressman Dawson, 
for your presentation. 

Our next witness this morning is Mrs. Virginia M. Gray, executive 
secretary, Citizens Committee for the United Nations Children’s Fund. 

You may proceed, Mrs, Gray, as you wish. 
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STATEMENT OF VIRGINIA GRAY, EXECUTIVE SECRETARY, 
CITIZENS COMMITTEE FOR UNICEF 


Mrs. Gray. Mr. Gordon and members of the committee, may I file 
my statement in its entirety and speak to just a few points in it to save 
time ? 

I think I should mention a little bit about the Citizens Committee 
for UNICEF. As I noted in your introduction, you said that I was 
representing the United Nations Children’s Fund. Basically I am, 
but officially I have no connection with them. I am executive secre- 
tary of the Citizens Committee for UNICEF which, as you can see, 
is made up of these national organizations that are listed here. All of 
them have authorized me to speak for them in this joint statement in 
the interest of saving everybody’s time. We know how busy you are. 

While the United Nations Children’s Fund is an infinitestimal part 
of the mutual security bill, we feel it is a very important one, and we 
are very grateful to have this opportunity to speak. 

Members of these organizations, and I think the American public, 
generally are increasingly well informed about the operation of the 
C hildren’s Fund, and from all reports that come to me are unanimous 
in their approval of its work. Many of us who have followed the 
work of UNICEF since it was established in 1946, 11 years ago, are s0 
enthusiastic about the consistent progress that has been made during 
this time, that we are faced with a real dilemma in preparing this state- 
ment. 

It is difficult to find anything new or entirely original to say to the 
program that has not been said before. We continue to support the 
program as in the past but more emphatically. We believe more 
firmly than ever in the value of the work that has been so convincingly 
demonstrated during the past decade. At the same time we do not 
wish to bore the members of this committee with monotonous repeti- 
tion. We earnestly hope, however, that you will continue to give 
UNICEF your support. 

It seems important to bring out the fact that we are continuing to 
recommend support for UNICEF in its present mode of operation. 
It seems very significant that from its very beginning UNICEF has 
followed principles similar to the recommendations that have come out 
of the studies that have been made over the past 6 months in this whole 
critical evaluation of the foreign aid program; for example, the prin- 
ciples of self-help, development of local responsibility, economy of op- 
eration and coordination of efforts among the various international or 
ganizations in the field are cases in point. 

Thus we feel UNICEF has amply justified our support in the past. 
We hope that your action approving the executive branch recom- 
mendation of $11 million for the fiscal year 1958, in section 406 of the 
mutual security bill of 1957, will maintain United States leadership in 
this work for the welfare of children. A pledge of $11 million w onld 
cost each citizen of the United States about 6 cents. Tn relation to 
the total mutual security bill, this amount represents less than three- 
tenths of 1 percent. 

Then we have listed the previous accomplishments. The one I 
would like to mention particularly is the second item, “economy of 
operation.” TI had the privilege in April of attending as an obse Tver 
the UNICEF Board meeting in New York at which the delegates 
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from all of the member countries were present to discuss the allocations 
for the next 6 months’ period. 

That was a very rare privilege and a very interesting experience, to 
see them and hear them discussing at first hand the programs as they 
were being considered. 

One of the things that I felt was most significant was a statement 
from the delegate from Canada, because he expressed himself as con- 
tinually amazed that such a small amount of money could go so far in 
the UNICEF program. He believes that the achievements are so im- 
pressive that no opportunity should be lost to point out the national 
contributions of the countries themselves to their own projects. 

In dollar value the United States contribution of $9.7 million in 
1956 was joined by other contributions and matching funds that alto- 
gether reached the total equivalent of $68.5 million, or, to put the 
matter in another way, each United States dollar had increased to $7 
in terms of goods and services to the world’s children. 

The need ahead will be explained. I feel a little bit handicapped 
because I understand I am speaking before the executive branch wit- 
nesses have had an opportunity to go into the technical details of the 
program. But our group has studied the malaria programs, the vari- 
ous programs for the eradication of disease, for the very important 
work that is growing in Africa, of which Mrs. Bolton would prob- 
ably know more than any of us, and the need for material and child 
welfare education in the clinics, so that the gains that have been made 
will not. be lost because of lack of knowledge of sanitation and sound 
principles of health. 

With such glimpses of the immediate need ahead, the recommended 
appropriation of $11 million for the United States contribution to 
UNICEF in the coming year is a reasonable, indeed modest, request 
for which we urge your support and continued leadership. The pro- 
gram clearly expresses the humanitarian ideals of the American peo- 
ple and serves the best interest of the United States. 

I would like to say one more thing in closing. I am told frequently 
by members of the committees and by our friends that we don’t need 
to worry at all about UNICEF. Everybody is for UNICEF. We are 
all for children. I think that basically is true. My only concern is 
that you will be for UNICEF for the full extent of $11 million this 
year because every cent is needed. 

Even an infinitesimal cut, as you see when the money is matched and 
increased in local contributions, can mean a major cut in the program. 

I would like to thank you very much for this opportunity to appear 
this morning. 

Chairman Gorvon. Thank you, Mrs. Gray, for your presentation. 
Mrs. Bolton, do you have any questions? 

Mrs. Bouron. Only to say welcome to Mrs. Gray. The committee is 
certainly doing a very useful job, the Committee for UNICEF. I 
think you keep it before the public. You have done a great deal in 
that way. ; 

It is quite true, everything we can do for children is worth doing. 
What we always here feel is so imperative is to see that there is no 
wastage, no difficulty along the way, because we are responsible for 
our end of it. 

I do agree with you that a small cut means a big reduction because 
of the other moneys that come in. 
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Chairman Gorvon. Dr, Morgan. 

Mr. Morean. Thank you, Mr. Chairman. I have no questions. I 
just want to tell Mrs. Gray that as far as I am concerned I am going 
to support the $11 million. 

Mrs. Gray. That is fine to hear. 

Chairman Gorpon..Mr. Fulton. 

Mr. Fuiron. May I join Dr. Morgan in saying that I will give 
the United Nations Children’s Fund program my full support. I 
would like further to say that the title of the Marshall plan that first 
authorized the United Nations Children’s Fund moneys and put the 
program into the United States program of foreign aid was a biparti- 
san move right in this very committee. I have been proud to have been 
one of the cosponsors of the amendment to place this title in the bill, 

We people on this committee feel a special interest in the United 
Nations Children’s Fund, and I am glad to recommend strongly to 
continue it. 

Mrs. Gray. You have been fine supporters in the past. We are all 
aware of all you have done. 

Chairman Gorpon. Mr. Carnahan. 

Mr. Carnauwan. Thank you, Mr. Chairman. I have no questions. 
I just want to say that I will support the $11 million. 

Chairman Gorvon. Mr. Jackson. 

Mr. Jackson. It is an extremely interesting statement. I expect to 
support also the amount requested in the bill. 

What proportion of the entire budget of UNICEF is met by the 
United States? What is our contribution, percentagewise ? 

Mrs. Gray. You mean, the central account funds? We always get 
into the problem of the contributions of the 81 governments and ter- 
ritories to the central fund, or the question of whether you measure 
the total amount, including the matching funds in the percentage. 

The percentage to the central account is about 55 percent. If you 
consider our contribution in terms of the total contribution, it is about 
17 percent. 

Mr. Jackson. How many participating countries are there at the 
present time ? 

Mrs. Gray. Last year there were 81 that contributed to this central 
account. 

Mr. Jackson. Are they all current on their contributions? 

Mrs. Gray. I can’t answer that question at this time, Mr. Jackson. 
I can get the information for you, and will be glad to do that. They 
have the problem of operating on a calendar year. Of course, as I 
understand it, they are current as far as their 1956 contributions are 
concerned. 

We won’t know about this year until the year comes to a close. 

Mr. Jackson. Thank you very much. 

Chairman Gorpon. Mr. Fountain. 

Mr. Fountatn. No questions, Mr. Chairman. 

Chairman Gorpon. Thank you, Mrs. Gray, for your appearance 
this morning. Your complete statement will be made a part of the 
record at this point. 

(The statement referred to is as follows:) 
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STATEMENT OF Mrs. Vircinia Gray, ExecuTive Secretary, Citizens CoMMITTEE 
For UNICEF 


Mr. Chairman, the Citizens Committee for UNICEF is an information clearing- 
house of legislative information for a number of national organizations which 
support continued United States participation in the United Nations Children’s 
Fund (UNICEF). 

Some of these organizations appear before you separately to present their 


views while others, among them the following, have authorized this joint state- 
ment: 


American Association of University Women 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

General Alliance of Unitarian and other Liberal Christian Women 
Methodist Church-Woman’s Division of Christian Service of the Board of Missions 
National Association of Social Workers 

National Board of Young Women’s Christian Association 

National Congress of Colored Parents and Teachers 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


Members of these organizations, indeed the American public generally, are 
increasingly well-informed about the operation of the Children’s Fund and, from 
all reports, are unanimous in their approval of this work for the welfare of 
children and mothers. Many of us who have followed the work of UNICEF 
since it was established in 1946, 11 years ago, are so enthusiastic about the 
consistent progress that has been made during this time, that we are faced 
with a real dilemma in preparing this statement. 

It is difficult to find anything new or entirely original to say to the program 
that has not been said before. We continue to support the program as in 
the past but more emphatically. We believe more firmly than ever in the value 
of the work that has been so convincingly demonstrated during the past decade. 
At the same time we do not wish to bore the members of this committee with 
monotonous repetition. We earnestly hope, however, that you will continue 
to give UNICEF your support. 

Perhaps the very fact that we can appear here to urge a continuation of the 
UNICEF program in its present mode of operation is in itself a highly significant 
fact. In this period of most critical reevaluation of the entire mutual security 
program, UNICEF is an outstanding example of achievement for the welfare 
of children. 

From its beginning UNICEF has followed principles similar to some of the 
basic recommendations that have now come out of the studies made by the 
special committees during the past six months. For example, the principles of 
self-help, development of local responsibility, economy of operation and coordina- 
tion of efforts among UNICEF, WHO, FAO and UNTA are cases in point. 

UNICEF has amply justified our support in the past. We hope that your 
action approving the executive branch recommendation of $11 million for the 
fiscal year 1958, in section 406 of the mutual security bill of 1957, will maintain 
United States leadership in this work for the welfare of children. A pledge 
of $11 million would cost each citizen of the United States about 6 cents. In 
relation to the total mutual security bill, this amount represents less than three- 
tenths of 1 percent. 

UNICEF’s program in the past can be grouped into three main categories: 
Maternal and child welfare, disease control, and nutrition. To this end 81 
governments contributed and the central account of UNICEF received $19.8 
million in 1956 from all sources of income. 311 projects were carried out in 98 
countries and territories. The success of these projects has been due in large 
measure to certain basic criteria : 

1. The principle of self-help: UNICEF aid provides the stimulus for countries 
to undertake their own child health and nutrition work. The assisted govern- 
ments are required to match the financial help provided by UNICEF with their 
own contributions to the work. In practice they have more than doubled 
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UNICEF aid, and in many eases, more than tripled it. This has in turn led to: 

2. Economy of operation: The fact that so much good is accomplished with 
such a relatively small amount of money continues to impress observers. from 
many countries. At the April Executive Board meeting of UNICEF, the delegate 
from Canada called attention to this fact. 

He expressed himself as continually amazed that such a small amount of 
money goes so far. He believes that the achievements are so impressive that 
‘no opportunity should be lost to point out the national contributions of the 
countries themselves to their own projects. 

In dollar value the United States contribution of $9.7 million in 1956 was 
joined by other contributions and matching funds that altogether reached the 
total equivalent of $68.5 million, or, to put the matter in another way, each 
United States dollar had increased to $7 in terms of goods and services to the 
world’s children. 

3. Emphasis of fundamentals: A philosophy of attacking the most important 
threats to child health and welfare first has resulted in the control of mass 
diseases over large areas, diseases such as tuberculosis, malaria, yaws, and 
leprosy which debilitated, or killed outright, vast numbers of children in the 
past. 

Another result has been to improve child nutrition through use of powdered 
milk and to develop local sources for assuring an adequate and balanced diet. 
Other basic child and maternal health and welfare services have been protected 
through the establishment and equipping of health centers, clinics, and hospitals, 
by training nurses and midwives, by improving water supplies and other sanitary 
conditions. 

4. Value of material, tangible assistance: UNICEF aid in the form of drugs, 
medical supplies, and equipment is readily visible aud understandable to the 
majority of its beneficiaries. They can and dv appreciate this evidence of 
UNICEF aid in their country. 

In fact one of the problems that may confront local officials as they embark 
on a program with UNICEF assistance is the very eagerness of their people to 
extend the benefits of the program with a rapidity beyond the available resources 
of the local government at the time. 

In summary, UNICEF in the past bas proved its value as an open door to 
future progress that can only become possible because these foundations have 
been laid so surely and firmly. 

The need ahead: Under its dynamic direction UNICEF has shown impressive 
ability to adapt its planning to the changing needs brought about by its own past 
success. UNICEF now has the know-how, the technical skill through cooperation 
with WHO, FAO, and UNTA, to produce really amazing results in the field 
of disease control and, on this basis, to contribute immeasurably to the general 
process of raising the standard of living in the underdeveloped countries of 
the earth. 

1. Eradication of major preventable diseases: Modern medicine now has the 
means for the eradication or control of such major scourges as tuberculosis, 
malaria, leprosy, and yaws within the foreseeable future. 

It now becomes a matter of the will power and organization on the part of the 
governments of the areas where the diseases are prevalent. For example, it has 
now become possible to stop malaria through the combined use of DDT sprays 
and the distribution of a new drug that gives protection against infection for 
periods up to a month. Within a limited number of years, therefore, and with 
a determined effort on the part of malarious countries to attack the problem on 
a comprehensive scale, this plague can be wiped out. It is gratifying indeed to 
find that the United States plans to take a leading role in this work to eradicate 
malaria. 

Another big development is in the recognition and treatment of tuberculosis. 
UNICEF has already helped in testing 160 million children but even this is only 
part of the need. Much more needs to be done. Here again the use of a new 
drug can prevent its spread and the chances of eradication have greatly improved. 

In the case of yaws, 5 more years of continued effort can see the big job done 
in Asia. Six million cases have already been cured. Fven leprosy gives promise, 
with continued attack and treatment, of being eradicated within 25 years. 

A concerted effort should be made soon on trachoma. This is more expensive 
to treat but nevertheless can be cured. It is estimated that there are 100 million 
cases of trachoma in Asia alone. Here is another need of the future. 

In this fundamental attack on the age-old devastating diseases that have 
plagued mankind since the beginnings of history there is now great hope of 
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victory. We in the United States, so fortunate in this respect, must encourage 
this fight te go on. 


In the words of Mr. Spurgeon Keeny, the Director of the Asia office of UNICEF, 
none of the underdeveloped countries can afford to permit these preventable 
diseases to continue, least of all the poorest countries. 

2. Help for Africa’s children: This vast continent is rapidly up to the oppor- 
tunities of 20th century civilization, Much help will be needed in many areas to 


continue the fight against disease and to teach health, nutrition, and sanitation 
to its millions of peoples. 


3. Community development. In order to conserve the already large invest- 
meuts of time, personnel, and financial resources that have gone into the under- 
developed areas of the world, as well as to maintain the physical and economic 
improveinents that eradication of disease is making possible, a program of edu- 
cation is essential—particularly for the mothers who bear the brunt of the re- 
sponsibility for the home and family life. 

It is of little use to save the lives of millions of people unless they are also 
taught habits of good nutrition, health and sanitation so that they may maintain 
the almost miraculous gains w hic h modern medicine has achieved, 

This basic improvement in health is the only foundation on which a rise in the 
general standard of living can become possible. Thus a community development 


program that coordinates the progress and takes into account the needs of the 
region becomes a major goal. 


Here again UNICEF aid would, of course, be providing only partial financial 
support for such programs, serving as a catalyst for further development of local 
responsibility. 


With such glimpses of the immediate need ahead, the recommended appropri- 
ation of $11 million for the United States contribution to UNICEF in the coming 
year is a reasonable, indeed modest, request for which we urge your support and 
continued leadership. The program clearly expresses the humanitarian ideals 
of the American people and serves the best interest of the United States. 

Chairman Gorpon. We have one more witness that we would like 
to hear and that will complete our schedule for this morning. I will 
callon Mr. Whatley. Tle wants to make a statement. 

Mr. Whatley, will you present for the record your interest and 
your background in this legislation ? 


STATEMENT OF DAVID WHATLEY, LAWYER, WASHINGTON, D. C. 


Mr. Wuartey. Mr. Chairman, my interest is entirely altruistic. I 
have no official connection with any organization either interested in 
the program or that would benefit from it. I have been interested and 
have done considerable lobbying in behalf of various projects, pri- 
marily of a humanitarian character, for approximately 20 years. I 
am areal estate broker and lawyer by occupation. I would like briefly 
to draw the attention of the committee to the importance of surplus 
agricultural commodity oe in its consideration of this bill. 

In a table which Mr. Vorys inserted last year in the Congressional 
Record, which I will cite for ‘the record, the comparison of the amounts 
contained in previous years’ appropriations and authorizations for 
foreign aid which were used for surplus agricultural commodities is 
shown graphically there. The committee will recall that the amounts 
have been substanti: uly reduced from a peak in the year 1950 to the 
present bill which only contains $175 million in the proposed utiliza- 
tion of section 402. 

The bill which was debated this week in the House to extend Public 
Law 480 would serve in large measure to fill the gap which has been 
left by this diminution. Since it is so related, I would wish that the 
committee would give consideration to two proposals in connection 
with Public Law 480, title I. Section 402 is very similar in its opera- 
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tions to the sales for local currencies.under title I. There is a very 
valid reason, however, I believe, for including section 402 in the mu- 
tual security authorization if not title I. 

Section 402, in my opinion, is primarily a foreign aid project. It is 
used not to supplement, as does title I, the normal demands of the 
recipient countries for these commodities, but is in the nature of a 
foreign aid operation to utilize local currencies for the purposes for 
which 402 specifies the currencies should be used. 

However, I wish the committee would give consideration to adding 
to its bill in section 402 an additional amount which would be used to 
defray the cost now borne by the Commodity Credit Corporation for 
its operations of title I, title IT, and that portion of title IIT of Public 
Law 480 which is in the case of commodities which are disposed of 
abroad. To this extent I believe that there should not be a reim- 
bursement to CCC of the original inventory cost of these commodities 
nor for the storage and so-called in-and-out charges, the latter two 
carried in CCC books as a carrying charge. Those charges would oc- 
cur anyway in the course of the price-support operations. 

Whether they are dumped in the ocean or sent abroad would be 
borne necessarily by CCC. However, costs of processing, packaging, 
inland transportation, and ocean transportation for those goods do- 
nated abroad under title III and all the commodities under titles I 
and IT, it is my belief that those are necessarily a charge against 
the foreign aid program and should not be charged up to agriculture. 
I think there would be no objection to including such charges in this 
bill, and I believe it would obviate to a great extent the objection that 
was raised in the House to the portion of the bill which authorizes 
these expenditures to be made in advance of the next actual appro- 
priation. 

In the case of title III, you may recall that since 1949, when the 
voluntary agencies were permitted by an amendment to section 416 
of the Agricultura] Act of 1949 to have these commodities donated to 
them without charge, there has been appropriated to CCC in subse- 

uent years the original cost of these commodities on the theory that 
ee would otherwise spoil and this would be a necessary charge to 
CCC. However, since this program has now expanded, particularly 
in the last year, as a result of the transfer of ocean-freight costs from 
this bill to the title IT of Public Law 480, to the point that the contribu- 
tion by voluntary agencies and UNICEF under section 416 is now ap- 
proximately 35 times the volume that it was in 1950, its first year of 
operation, I think they should appear in this bill. 

I have a point in regard to UNICEF about which I spoke to Mrs. 
Gray. She tells me none of her organizations have considered this pro- 

osal, and, therefore, I do not wish even by implication to leave the 
impression that this is a proposal of anyone other than myself as an 
individual. 

I notice in the bill submitted by the Executive that military assist- 
ance and defense support are asked for on a continuing authorization 
basis. I believe there would be no objection. I think it would be 
desirable if the committee would see fit to grant to the UNICEF au- 
thorization and U. N. technical assistance the same new year author- 
ization. , 

And I suggest that there be no limitation upon the funds which 
might be appropriated in any particular fiscal year except the limita- 
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tion of percentage, and that this percentage in both cases be 3314 
percent of the aggregate contributions, including those of the recipient 
governments. The language in the committee print proposed by the 
Executive for UNICEF and technical assistance is vague as to whether 
the total contributions would include the contributions of the recipient 
governments for U. N. technical assistance. 

The authorization for UNICEF could be substantially raised by 
such an amendment. Since it is $11 million, it would constitute ap- 
proximately only 17 percent; 3314 percent would authorize the dou- 
bling of that fund, which, in my opinion, together with the other 
activities of the United Nations of a similar character, FAO, WHO, 
the most vital parts of our foreign aid program, and, in my opinion, 
$1 spent on these activities is worth $100 spent on any other portion 
of the foreign aid, except for United States bilateral technical as- 
sistance. 

I have one other point, if I may, Mr. Chairman, in discussing the 
relations of Public Law 480 to title I. Unfortunately, in the enactment 


of title I there was added in the Senate, in the Congress after the 
House had acted— 


Chairman Gorvon. Last year? 

Mr. Wuattey. In 1954, after the House had enacted a very excellent 
bill, which had as its first section and in its preface an emphasis upon 
the economic development, a proviso at the end of section 104 which 
vitiates the purposes of the act and diminishes very greatly the effect 
in developing the underdeveloped countries as was the original concept 
of the bill, title I. This provides that actual appropriations be made 
under section 1415 for only three purposes. One of them, unfortu- 
nately, is a branch under economic development. 

Therefore, this purpose has been used thus far in only two instances, 
one in the case of Greece for relief of an earthquake, which should 
properly have been placed, I believe, under title IT, and, second, in the 
case of a small portion of the program for India, which amount was 
approximately the differential of the cost through CCC and the price 
of the commodities in India. 

I believe a study would show that even if it were necessary to add 
in this bill further authorization for the use of local currencies even 
engendered under title I for the purposes of grants for economic de- 
velopment, in which case you might wish to expand the words “eco- 
nomic development” to general development, which might include 
such purposes as construction of schools, hospitals, and so forth, that 
that would enhance the mutual security program, our foreign policy 
interests, and would be no actual cost in dollars to the American tax- 
payer, since these commodities have now piled up to the point of $8.3 
billion. They are being reduced at the rate of, as shown by the testi- 
mony of the Secretary of Agriculture, $400 million this year; with the 
small operations of the soil bank and full operations in the current 
fiscal year of Public Law 480 it is not anticipated by the officials in 
the Department of Agriculture with whom I have talked that the 
supply of grains will be reduced substantially, even this year with 
full operations of the soil bank. They will admit off the record that 
the supplies of wheat will last indefinitely and that the disposition of 
corn is practically a hopeless proposition. 

If the amounts which would be included in such an authorization in 
this bill could also cover costs of processing of these grains into other 











370 MUTUAL SECURITY ACT OF 1957 


commodities it would enhance their disposition and save the taxpayers 
money in the long run, since the storage costs on these commodities are 
amounting to almost $1 million a day. 

I am very grateful to you for allowing me this time. 

Chairman Gorpon. Thank you very much, Mr. Whatley, for your 
appearance and statement. Dr. Morgan, do you have any questions? 

Mr. Morcan. No questions. 

Chairman Gor>oon. Mr. Fountain. 

Mr. Fountain. No questions, Mr. Chairman. 

Chairman Gorpon. Thank you very much for your statement. 

The committee will stand in recess until 2:30 this afternoon to 
continue the hearings. 

(Whereupon, at 12: 16 p. m., the meeting recessed until 2:30 p. m.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., the Honorable Thomas S. 
Gordon, chairman, presiding. 

Chairman Gorpon. The committee will come to order. 

We will resume our hearings on the extension of the Mutual Security 
Act. 

Before calling the next witness, I wish to state that we have received 
for inclusion in the record a statement from the National Commander 
of the American Legion, Mr. Daniels, who is unable to appear this 
afternoon. 

Without objection, his statement will be placed in the record. 

(The statement referred to is as follows :) 


THE AMERICAN LEGION, 
June 6, 1957. 
Hon. THomas S. GorbDon, 
Chairman, House Foreign Affairs Committee, 
The Capitol, Washington, D.C. 

DEAR CONGRESSMAN GorboN: Referring to the hearings now being conducted 
by the House Foreign Affairs Committee on the mutual security program and 
your most courteous invitation to testify, I must state with great regret that it 
is impossible for me to personally appear before your committee. 

However, while I am unable to appear in person, I am happy to take this 
opportunity to express to you, Mr. Chairman and the members of your committee 
the American Legion’s position on the mutual security program. 

During recent years, American Legion expressions on United States foreign 
policy and particularly on foreign aid, have reflected certain fundamental beliefs : 

1. The primary purpose of United States foreign policy is to protect and ad- 
vance America’s interests, and every action must be consistent with this purpose 

2. The United Nations as presently constituted is unable to prevent or punish 
aggression or to execute the will of a majority of member states. The United 
Nations, therefore, cannot be expected to shoulder responsibilities of the United 
States. 

3. United States economic aid to foreign countries—both friendly and un- 
friendly—has proven to be ineffective as an instrument of foreign policy. Ac- 
cordingly, if our record on foreign aid proves anything it proves that we cannot 
buy friends or influence by governmental handouts. 

This last April, members of our National Foreign Relations Commission met in 
Washington to study and prepare a foreign policy statement to be presented to 
the American Legion’s national executive committee in May. The executive 
comnittee, our governing body between national conventions, representing every 
State in the Union, thoroughly studied this report and adopted a foreign policy 
statement. 

I would like to bring a few pertinent sections of this statement to the attention 
of your committee. 

It includes a reiteration on foreign aid, by stating: 
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“The American Legion, at its Los Angeles Convention in 1956, stated emphatical- 
ly its opposition to any form of aid to any Communist, Communist satellite or 
Communist affiliated nation. Nothing has occurred to question the wisdom of 
that policy. We reiterate that position, especially in the face of the efforts of 
the Polish Communist delegation, now in the United States, seeking American 
taxpayers’ money to further their enslavement of the Polish people.” 

In the same vein, we strongly oppose any aid, military or otherwise, to Com- 
munist Yugoslavia. The American Legion has repeatedly expressed the con- 
viction that the more than $1 billion in military aid which our Government has 
already sent to Tito represents a serious error in judgment on the part of our 
Government officials responsible. Recent pronouncements by Tito and his repre- 
hensible conduct during Russia’s brutal suppression of the revolt in Hungary 
justify this belief. 

Certainly these developments demand that our Government not compound past 
mistakes by resuming the shipment of additional military aid to Tito and his 
Communist government. Rather, our Government should determine to send this 
proposed aid to the Republic of Korea instead of to Yugoslavia. Such a decision, 
in the opinion of the American Legion, would achieve two necessary, beneficial 
results. 

First, it would provide essential military assistance to Republic of Korea 
forces and insure that they would be able to hold their own against increasingly 
probable attack by greatly strengthened Communist armies. 

Secondly, by giving such essential aid to the Republic of Korea rather than to 
Communist Yugoslavia, we would be insuring that this material would not be 
used against us in the event of war with Russia. 

The statement then offers further detail on the subject of foreign aid by 
aiding: 

“Our foreign policy should be predicated upon the fact that we wish to mutually 
help the free nations of the world who have and are demonstrating their will- 
ingness to help maintain their dignity, independence and integrity. It is not our 
desire to subjugate any nation or surround ourselves with satellites. 

“No stopgap program can continue forever—especially when the basis is give- 
away. Even the United States with all of its wealth and resources cannot sur- 
vive under such a load. We cannot continue to spend what we do not have. 
We are exhausting our wealth. To continue to do so will have the effect of placing 
an economic millstone around the necks of our people for generations to come. 

“Freedom is something we cannot create for other nations; nor can we buy 
frieudship. People must create their own freedom and be at liberty to decide 
for themselves their friendships and enmities. 

**However, we can extend a helping hand. We can supply them with technical 
knowledge, sound loans and the investment of private capital. We can encourage 
them to adopt methods which will release their own productive energies and help 
them to determine their own destinies. 

“Government administered foreign aid should mean mutual aid for defense. 
The blunt truth is the only foreign aid that is beneficial to the giver and the 
receiver, in terms of good will, is private trade, private investment and private 
credit. We should share our skill and know-how with those nations that will 
help themselves and that will cooperate with nus. This is the challenge for 
private enterprise. 

“A poliey of helping other people to help themselves has the virtue of economy. 
In fact it has an even greater virtue. Our own standards can be raised by rais- 
ing the standards of others. This would contribute directly to the prosperity of 
these United States. 

“We helieve the American taxpaver has a right to an accounting. We also 
recommend that a clear distinction be set up in the budget to show the amounts 
used for military assistance and the amounts used for economic aid (as already 
committed) and that all foreign aid except military aid, be eliminated com 
pletely.” 

Through this resolved, unanimous action, the American Legion calls for the 
end of all economic aid. We feel the effectiveness of economic grants as an 
instrument of foreign policy has been exploded as a myth. It is obvious now 
that we could give away the entire wealth of the United States without enhancing 
in any Substantial or lasting way our position as a world power. Economic aid 
was created originally as an emergency, stop-gap measure which the American 
Legion enthusiastically supported as a small counterpart to our overall foreign 
policy. It now completely dominates this policy by trying to win the battle for 
freedom with a policy based on a philosophy of fatalism. We reject a continuance 
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of crisis philosophy and urge our Government to embark on a more dynamic 
foreign policy—a foreign policy that is positive, not pessimistic; a foreign policy 
that expresses the faith and confidence which the American people have in them- 
selves to meet today’s challenges today—and successfully. It must be, in short, 
strong and durable for the foreseeable future and, at the same time, mobile and 
decisive enough to exploit weaknesses, today and tomorrow, in the Communist 
world. 

As further confirmation of the American Legion’s policy on the futility of 
economic aid is the recent action by Great Britain and the desire of Japan and 
other nations to liberalize and to finally reduce the existing, nearly successful, 
economic blockade on Red China. As recently as May 1957 the American Legion 
in anticipation of these alarming developments, resolved that: “We oppose any 
relaxation of the embargo against trade with Red China or with any country 
behind the Iron or Bamboo Curtains.” 

Today, in spite of United States policy and in spite of the mandated action of 
the United Nations in 1951, these nations whom the United States has literally 
subsidized for years through outright grants amounting to many billions of 
dollars, now follow their own individual interests in absolute violation of the 
announced United States foreign policy and even that of the United Nations. 

The American Legion felt the existing embargo was nearly successful. Not 
only did Soviet Russia fail to grant promised and direct finaneial aid but Red 
China’s economy failed to expand due primarily, to an effective blockade. As a 
result, Communist China stands at the door of economic disaster. 

Though the successful defeat of communism in Asia was at hand, our so- 
called friends responded to the needs of Red China in direct opposition of the 
United States, so to now salvage a depleted Communist economy. 

Equally disturbing is a United Press dispatch dated May 22, 1957, quoting the 
chairman of the Senate Interstate and Foreign Commerce Committee, Senator 
Warren G. Magnuson, as having said: “Everybody’s going in there but us. 
In March, 69 ships docked in Shanghai alone from every nation in the world 
except us.” 

In the light of this statement and in considering all that has occurred in regard 
to Red China, the American Legion cannot help but to be alarmed at the failure 
of our Government to invoke the provisions of Public Law 213, 82d Congress. 
This act provides “* * * that no military, economic, or financial assistance shall 
be supplied to any nation unless it applies an embargo on such shipments to any 
nation or combination of nations threatening the security of the United States, 
including the Union of Soviet Socialist Republics and all countries under its 
domination.” 

We urge our Government to immediately initiate a careful review of the past 
commerce with Red China to ascertain if any nations now receiving foreign aid 
have violated the provisions of this act, and if such violations are known, that 
steps be initiated to stop further aid to these known violators. And we also urge 
a careful review of the announced trade agreement between Great Britain, or 
any other nation who seeks to abridge the existing United States policy, to thus 
learn if a violation of the aforementioned act does exist, and if so, that immediate 
steps be taken to terminate all aid to those countries. 

A firm, positive stand by the United States is long past due, and we urge mili- 
tary aid to those nations whom the United States can consider as qualified— 
meaning, those nations who demonstrate consistent adherence to United States 
policy. Further United States assistance should be predicated upon proven 
worthiness and dedication to the absolute end of abetting and destroying com- 
munism to insure the peace and security of the world. 

As above stated, Mr. Chairman, unfortunately I could not appear before the 
committee but I do most respectfully request that you and the members of the 
committee give consideration to the position of the American Legion during the 
course of your deliberations on the mutual security program. I also request that 
my letter be incorporated in the record of the hearings. 

Thanking you kindly for your consideration, and with kindest regards, I am 

Very sincerely, 
W. C. “Dan” DANTEL. 


Chairman Gorvon. As our next witness I have the privilege of call- 
ing on Mr. George Dietz, director of international affairs, of the 
American Farm Bureau Federation. 

Mr. Dietz, do you have a statement or do you wish to speak ex- 
temporaneously ? 
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STATEMENT OF GEORGE J. DIETZ, DIRECTOR, INTERNATIONAL 
AFFAIRS, AMERICAN FARM BUREAU FEDERATION 


Mr. Dierz. If I may, sir, I would like to file the complete statement 
and then outline the high] ights of it very briefly. 

Chairman Gorpon. Very well. 

Mr. Drerz. I would like to introduce Mr. Herbert E. Harris, who 
works with me on international affairs, who will also offer a few short 
remarks with regard to the mutual security program. 

We are extremely happy, sir, to be allowed to make a few remarks. 
I would like to outline some of our observations on foreign aid. Mr. 
Harris will handle the specific reductions which we haveinmind. You 
can see these recommendations on page 8 

I would like to say that we support a foreign aid program. How- 
ever, we believe that the program under current consideration should 
be reduced. We believe that it should be scaled down. We would 
like to see more muscle and less fat. 

It is interesting to consider that the original estimate of budget for 
mutual security was $4.4 billion and was reduced shortly there: ifter to 
$3.8 billion. 

And when you include the development loan fund, the foreign aid 
programm approaches a figure of around $6 billion. This is consid- 

erably larger than the $3.8 billion, or the $4.4 billion. The fact of the 
matter is, When you consider the balances which are “Unexpended,” 
some $6 billion, I believe, and add to that the $1.5 billion which has 
accrued under Public Law 480, you will find that the foreign aid pro- 
gram of the United States is in the amount of roughly 12 or 13 billion 
dollars. We think this should be considered, and that it should be re- 
viewed. 

For some while, now, we have urged that there be consideration by 
the Congress to break the mutual security program down into three 
sections: Military aid, technical assistance, and economic aid. We 
are very happy to see this year that serious consideration will be given 
to this proposition. 

The average American finds the mutual security program very diffi- 
cult to understand. I think that if it was made easy for him to under- 
stand that there might be more sympathy for the mutual security pro- 
gram in the United States. As it is now, and as it has been over the 
last few years, the programs have been so interrelated that it has been 
virtually impossible to reduce one without reducing the other. We 
have made the observation in our statement that it seems to us that 
some of the administrative agencies are using every maneuver possible 
to perpetuate a large foreign aid program ‘and, as I said before, we 
vould like to see the program scaled down. 

I think it is generally accepted that defense support is in reality 
economic aid. We think it should be spelled out as such. 

Let me say that we were happy to see this year consideration being 
given to putting the military budget under the Department of Defense. 
We think this is a ste pinther ight direction. 

I would like to mention here the use of 480 funds which are accruing 
abroad. These are the funds accruing from the sale of our agricul- 
tural commodities abroad. We think that the House of Representa- 


92522 


57—pt. 3 7 








374 MUTUAL SECURITY ACT OF 1957 


tives and the Senate should give consideration to using these funds 
for economic aid, as a substitute for dollars. 

Incidentally, we would also urge that new funds for Public Law 480 
be approved as soon as it is feasible. We understand it will soon be 
on the House floor. The new funds should be approved at the earliest 
opportunity as it is necessary to get the program under way. I under- 
stand there are some very sizable orders for agricultural commodities 
pending. 

We are also happy to see in the mutual security program an em- 
phasis this year on loans. Last. week f looked through the resolutions 
of the American Farm Bureau Federation for the last 11 years. And 
I noted that we have annually urged a greater use be made of loans. 
Moreover, I think the recipient countries prefer loans. 

I would like to make one brief remark about technical assistance 
under the United Nations. The Farm Bureau believes that the funds 
should not exceed 3314 percent. We would like to see a gradual re- 
duction of these funds and Congress might wish to consider a corre- 
sponding gradual increase in the FAO budget. 

One brief comment about SUNFED. This is the Special United 
Nations Fund for Economic Development. We believe that such a 
step would not be a wise one. We would urge that the United States 
not contribute large sums of money or turn over large amounts of our 
agricultural surpluses for distribution by any international agency. 
In this particular case to the United Nations, where our surpluses 
would be subjected to the political considerations and intrigues neces- 
sarily found in the General Assembly, which of course includes the 
Soviet bloc. 

I should like Mr. Harris now to fill you in on some of our specific 
recommendations for reductions. 

Chairman Gorvon. Mr. Carnahan, will you assume the chair. 

Mr. CaRNAiiAN (presiding). You midy Pron ed. 


STATEMENT OF HERBERT E. HARRIS, AMERICAN FARM BUREAU 
FEDERATION 


Mr. Harris. The problem here is to reduce what we consider to be 
a $6 billion program to appropriate size. We are especially concerned 
about the military assistance budget. After some 6 years of the 
mutual security program we would hope that this military assistance 
budget could begin to be scaled down. Yet we note this vear that it is 
proposed that the budget be increased, or the spending be increased by 
some $882 million. This is 2 58 percent increase over last year. and 
we are especially concerned with this increase 

The committee wil] recall that the request last year for military 
assistance was some $8 billion. The Congress in its wisdom reduced 
this by one-third, to $2 billion. And yet we understand that only 
two-thirds of ‘what was received was actually obligated for military 
assistance during this current year. Again, request has been made to 
increase this by 58 percent insofar as military spending is concerned. 

We also feel that if defense support was actually limited to what 
it is supposed to be—that is economic aid that is actually necessary 
for a country to maintain the military establishment which we feel 
is necessary, that if defense support was actually limited to this the 


budget could be sizably reduced. 
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As you will note, sir, on page 8 here we analyzed the budget figures 
to indicate that $3,300 million is being requested for military assistance 
and defense support. $2,400 million plus $900 million. We recom- 
mend this be decreased to $2,100 million, which would be a savings 
of $1,200 million from military assistance and defense support. 

Chairman Gorpvon. Thank you, Mr. Carnahan. 

You may proceed, Mr. Harris. 

Mr. Harris. Thank you, Mr. Chairman. 

That brings us to the development loan fund. As the committee 
knows, it has been requested that $500 million be appropriated for 
the development loan fund during fiscal year 1958. It is also requested 
that borrowing authority be given for $750 million per year during 
fiscal year 1959 and fiscal year 1960, 

Therefore, the authorization requested for the development loan 
fund is approximately $2 billion. We feel that this development loan 
fund adopts our recommendations concerning that of loans, but we 
feel at least 1 year of experience should be gained in the setup before 
additional authorizations for coming years should be considered, 
especially authorizations of this size. 

We further feel that this $500 million should be reduced to $100 
million, and that full utilization be made of the vast accumulations 
of foreign currencies which have accrued under Public Law 480 
already. 

Chairman Gorpvon. In other words, you wish the $100 million that 
you propose to be an experiment 4 

Mr. Harris. We propose that experience be gained in the operation 
of a development loan fund idea before giving consideration to this 
$750 million authorizations in fiscal years, 1959 and 1960, 

Again that $100 million, sir, is in addition to the maximum use of 
some $1,200 million already accumulated in foreign currency under 
Public Law 480, and assigned to economic aid, and approximately 
$400 million which will be accumulated if the present extension of 
Public Law 480 goes through. 

In technical cooperation, we feel the worst thing that could happen 
to our bilateral technical cooperation program is too much money. 
We recommend a reduction to $65 million for technical cooperation 
with, again, use being made of our foreign currencies under Public 
Law 480. 

Multilateral aid is extremely difficult to analyze and to try to cut. 
We do feel like this should be decreased to $100 million with the 
maximum cut coming out of the expanded technical assistance pro- 
gram. This would be a savings of some $13 million. 

The special-assistance fund: We would call the committee’s atten- 
tion that under the pending bill title IT of Public Law 480 gives the 
President additional authorization of $500 million in the use of agri- 
cultural products. We feel that in the light of this and other con- 
siderations that special assistance should be reduced to $100 million. 
We realize that in case of emergency supplemental appropriations 
could be made. This would be a savings of $200 million. 

Not including the $1.5 billion which we would recommend not au- 
thorizing for the development-loan fund, this would be a total savings 
of $1,900 million from the estimated budget and establish $2.5 billion 
mutual security program for fiscal year 1958. 
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I would like to read this one paragraph from our statement on 
page 7: 

We note in this authorization bill a trend toward legislation through appro- 
priation. We doubt the wisdom of this approach. The open-ended authorizations 
and the $2 billion development-loan fund are good examples. We hope that the 
Senate Foreign Relations Committee and the House Foreign Affairs Committee 
will continue to scrutinize these programs. We have confidence that the mem- 
bers of these two committees have more knowledge of the world situation and 
the matters concerning this program than other committees of the Congress. 

That concludes our remarks. 

Chairman Gorpon. Mr. Carnahan, have you any questions at this 
time ? 

Mr. Carnanan. It would appear you are making the recommenda- 
tion for the greatest cuts in the military portion of the program. You 
do say in the statement, however, that you think that military assist- 
ance to foreign friendly countries may be a good investment—or did 
you make such a statement ? 

Mr. Dietz. May I say that unfortunately organizations such as ours, 
and other organizations, do not have access to all the information to 
accurately evaluate this point. Necessarily, we have to rely on your 
committee and other informed groups to assess the real need for any 
military aid or assistance. 

Mr. CarnaHANn. Do you have any feeling or any knowledge that 
the need for military force throughout the world is less now than it 
has been in the last few years ? 

Mr. Harris. Mr. Congressman, we do feel that greater emphasis 
should be placed on countries developing their own military productive 
forces. We do fee] more emphasis should be placed on teaching them 
and providing them with the facilities to produce these things rather 
than trying to supply them with United States equipment—rather 
than emphasizing this approach. We make a statement in our pre- 
pared statement that we do not feel it is necessary to supply every 
soldier in the world with an American jeep in order to make him an 
effective part of the fighting force. 

Mr. Carnanan. You have no particular reaction as to whether or 
not there is need for as much military strength on the side of the 
free world now as there has been in the last few years? 

Mr. Drerz. It is difficult to assess this, but we can say the need ap- 
pears to be at least as great. 

Mr. Carnanan. Figures have been given that to maintain a 
soldier—I think this figure would apply to Korea—to maintain a 
Korean soldier in fighting readiness would cost $600 a year. To main- 
tain an American soldier in ms same place with the same fighting 
strength would take $6,000 a ye Then, for dollars spent through 
a Korean Army we would be ge tting 10 times as much strength as if 
we spent it through our own forces. 

Mr. Drerz. Assuming that this other man was equally efficient. 

Mr. CarnaHAN. Yes. 

Mr. Harris. We would certainly agree with this approach, Con- 
gressman. We believe in mobilizing the free world’s combined 
strength. We do not advocate going it alone. 

Mr. Carnanan. Then you are not particularly opposed to military 
assistance to foreign countries, but you indicate that it should be used 
in encouraging the people of friendly countries and teaching them 
to develop their own military strength? 
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Mr. Harris. Yes; and even in our reduced budget we recommend 
$2,100 million for military assistance during the coming fiscal year. 
After 6 years we would hope that we could begin to try to scale down 
some of this vast appropriation for military assistance. 

Mr. Drierz. Sir, as we have said, we recognize the need. We are 
saying, however, that it should be reduced wherever it is feasible, and 
the “fat” should be eliminated. 

Mr. Carnauan. It is possible, however, that in military assistance 
we may be relieving ourselves of unusual expenditures and the par- 


ticipation of Americans in defense forces to a greater extent than any 
other aid that we are rendering. 


Mr. Harris. Yes, sir. 


Mr. Carnanan. You suggest, also, that defense support is often 
and perhaps largely economic aid—do you feel it would simplify 
things any to move the defense support over into an economic cate- 
gory? I am wondering if that would not be pretty complicated to 
explain, also? 

Mr. Harris. We know the complications are on both sides; yes, sir. 
We do believe, though, that a lot of people don’t understand this de- 
fense-support category. 

Mr. Carnanan. We agree with you on that. It is a very difficult 
thing to understand, but I would question whether or not moving all 
the defense support into an economic category would clear up any- 
thing. It might just muddy the water, rather than clear up any- 
thing. 

You would like to substitute some of the P. L. 480 funds for loan 
purposes; is that right? 

Mr. Harris. Yes, sir; we feel like that is what it is being used for 
now. 

Mr. Drerz. Our sales under 480 have been roughly $2 billion, and 
it is my understanding that 60 percent or $1.2 billion has been ear- 
marked for economic aid or developments of some sort abroad. We 
think consideration might be given to substituting these funds for 
dollars under the foreign-aid program. 

Mr. Carnanan. I have one question—that loans, in my opinion, 
should be made to a country to meet dollar shortages, and if we substi- 
tute local currencies generated under Public Law 480 we would be de- 
feating somewhat the purpose of our loans. 

Mr. Drerz. I can understand your reasoning. However, the point 
that should be considered is the tying in of our burdensome agricul- 
tural surpluses with the need for economic aid. The idea of oradually 
reducing the foreign-aid program is a good one. We would also like 
to see Public Law 480 reduced in the future. This will be possible as 
the domestic agricultural situation realizes itself, and as we are able 
to get our surplus situation in the United States under control. We 
should work to produce for effective market demand. 

Mr. Carnanan. I presume if you made a loan to a country of local 
currencies generated under 480, the country would be permitted to re- 
pay the loan in their local currencies? 

Mr. Harris. In most cases that is true; yes, sir. 

Mr. CarnaHAan. You are suggesting an increase in the amount of 480 
funds? You are suggesting what; a billion dollars? 

Mr. Drerz. Yes, sir; we are. 
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Mr. Carnanan. And the law under consideration at the present 
time proposes $900 million ? 

Mr. Harris. $1 billion. 

Mr. Drerz. Our position calls for a 2-year extension, with $1 billion 
being used in the first year. We would hope Congress would review it 
again at the end of the first year. 

Mr. CarnauAan. That is all. 

Chairman Gorpon. Mr. Fulton, do you have any questions ? 

Mr. Fuuron. Yes. 

On what military basis do you find that our current foreign military 
aid to our friends and allies in the free world can be cut down? Do 
you have military advice to back you UP, or is it the best estimate, 
personally, of your officers and members? 

Mr. Harris. First of all, we are not necessarily supporting a re- 
duction in military assistance. Our information indicates—and we 
are dependent upon Department of Defense as to what information 
they will release—our information indicates that the rate of spending 
this current fiscal year was approximately $1,500 million for military 
assistance; this year we are recommending that military assistance 
and defense support be limited to $2,100 million. If they maintain 
the present rate of spending, it would still be possible to maintain 
what they are doing now. 

Mr. Fuuron. With prices going higher, we in Congress must either 
shut off sending improved weapons to our allies in the free world and 
just give them ‘older weapons, or we must cut them all down propor- 
tionately or by percentage, or by specific geographic area. We have 
just yesterday had a successful operation of a 1,500-mile United States 
guided missle. Do you think it is wise for us in outlying places that 
are vital to our strategic United States needs to continue to send our 
allies small arms and maintain only foot soldiers? Should we try 
to bring our allies’ forces to a modern, efficient level so that we have 
a network of free-world defense, and our allies can stand with our 
United States service forces with the same type of weapons which 
will give the best defense ? 

Mr. Harris. I certainly think they should be brought up to a modern 
combat component. 

Mr. Furtron. Then we are going to have to send our allies the most 
modern type of military equipment. On the guided missles alone we 
are putting $1 billion a year into research, so ‘that is not a cheap job. 
This ¥ ill require added funds to help outfit our United States foreign 
bases and our allied forces with such weapons. 

Our United States policy is based on something that is a remark- 
ably good foreign policy, I believe. When there are planes capable of 
going 1,000 miles an hour, guided missles with a range of 1,500 miles, 
and traveling at much higher speeds, our position in the United States 
has been that we must have defense bases farther away from America 
than just 15. 20, or 100 miles out. We therefore need advance United 
States and allied defense bases to get early warning maybe 1,000 to 
2,000 miles away. 

The first advantage is early warning for the defense of this United 
States continent. The second advantage is a cee one as far 
as money goes. Part of it has been pointed out by Mr. Carnahan very 
adequi itely, that it ischeaper in United States taxpayers dollars to help 
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our allies maintain their own forces, than it is to have our own United 
States forces maintain these vital United States secur ity points abroad. 
The other advantage is, if the United States maintains bases so that 
our forces could hit a possible enemy in half the time and half the 
distance, and then in wartime at half the expense that a possible 
enemy can hit the U nited States, we are very much ahead of the game. 

The Commander in Chief is President Eisenhower, and he, with 
the Joint Chiefs of Staff, and the various committees and agencies 
having to do with the security of this country, have on a military 
basis decided where those bases should be. This committee is called 
to implement those decisions and does regularly cut down the budget 
where we can see savings. 

But, you put us in a quandary. We would have to cut every base 
abroad ‘of the United States or our allies down proportionately, or 
else do it regionally or geographically. Would it be better to do it 
geogr aphically, if you want us to cut? 

For example, could you choose for me the area you would like to 
cut? Do you want the United States to give up South Korea after we 
fought for it for 3 years, or do you want the United States to continue 
to support the South Korean forces? 

Do you want the United States to give up Formosa, while we might 
not be too popular there as United States citizens? Or do you want 
us to give up the tremendous base we have south of Japan on Okinawa ? 
Do you want us to break the western Pacific island chain by giving 
up any of these bases, or our good friendly allies, the Philippine 
people ¢ 

Thirdly, do you want us to give up on southeast and southern Asia? 
Should we let Vietnam go, after we have invested $800 million to $1 
billion in there in the last several years, when we have a man as Presi- 
dent, our United States friend Diem, who is doing a wonderful job 
for his country on development and security, and limiting commu- 
nism’s spread through the southern part of Asia ? 

The fourth major category is the Mideast. Shall we just pull out of 
the Suez and the Mideast and abandon the Eisenhower doctrine, or 
must we on this Foreign Affairs Committee implement it adequately ? 
I ama Member of Congress from Pittsburgh, Pa., and my people say 
to me, Jim Fulton, “Don’t vote to pull out of any place that is neces- 
sary for our United States defense. And don’t give up any of those 
four vital areas. 

Would you? 

Mr. Harris. No, sir. We definitely agree with everything you have 
said, but we do say it is not impossible to make this military assistance 
program more efficient or more economical. We say this has been 
proved by the Defense Department’s own figures. Last year they 
asked for $3 billion. Congress gave them $2 billion, and yet they 
were only able to obligate by their own testimony this year $1.5 bil- 
lion. We say that this indicates that there are large areas in this mili- 
tary-assistance budget that can be improved. And, again, consider- 
ing the $882 million increase this year through efficient operations, 
substantial portions of the money can be saved. 

Mr. Furron. I agree with you, but that is on a saving basis after 
the money is authorized if the Department of Defense is run well 
in the various services. But when this committee has the security of 
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this country at stake, and we are the committee authorizing future 
mutual security funds for our friends and allies, in many strategic 
bases abroad, and adequate justification may be made to us—w hich 
has not yet been made—do you think we should go quickly toward 
cutting military aid at this time ? 

My view is that we shouldn’t, as the President has alre ady reduced 
his request for mutual security funds for the current year, as approved 
by the Bureau of the Budget, by $500 million. When I have seen that 
foreign military aid requests could be cut, like last year—it was my 
amendment that cut $1 billion out of the current year’s military aid 
which the House approved. While the legislative process jockeyed 
back and forth, the total amount of the foreign aid bill last year, as 
set by this committee, was that adopted by the whole American Con- 
gress, within a few million dollars. 

Mr. Drerz. Sir, I would like to say one thing here. We have heard 
a lot of talk this year, and we have read many articles about the need 
to reduce military aid and strengthen the economic aid end of the 
mutual security program. Our organization, I assure you, would 
support the proposition if there is any reducing to be done—one at the 
expense of the othe sr—to keep security considerations uppermost. 

Mr. Fvunton. Your position seems to be just the exact opposite of 
all the church organizations of every faith, denomination, type, and 

variety of man, woman, and child, young or old, who has testified here 
so far. Don’t you h: ave these chure ‘+h members in your organization ? 

Mr. Drerz. Yes, sir. I would say most of them are members, 

Mr. Harris. Yes, sir, and they form our policies, through our poliey- 
development program. 

Mr. Futon. I don’t know how this matter works out logically. The 
same people as members come up with exactly opposite recommenda- 
tions, and they constitute the same organizations. 

Mr. Harris. I wish you would c heck on the policy-development pro- 
gram of Farm Bureau, on where this policy has come from. When 
the recommendations of these church groups are based on the type 
of things that these church groups are very adequately trained for, 
they are very wonderful recommendations, but, sir, I know not one 
of them would want you to believe that when they come here to make 
their recommendations they represent the views of all the membership 
of their church, in detail. 

Mr. Furron. On the contrary. I feel our church organizations are 
doing an excellent job. They have outlined to us the tremendous 
detail that their officers, committees, and pastors have gone through on 
setting up discussion groups, policy-forming groups, right at the grass 
levels out in the local churches, and among all age groups of the church 
members. 

Mr. Carnanan. Of course, you are nof saying that you represent 
100 percent of the views of the people who belong to your organization. 
Would you say you represent a majority of them ? 

Mr. Harris. Yes, sir. 

Mr. Carnanan. A big majority, or would it run pretty close? 

Mr. Harris. Our policies do represent a policy-development pro- 
gram which we think is very extensive. 

Mr. Futon. May I just comment on that before you goon? If you 
do represent a majority of your members, and 90 percent of your mem- 
bers are probably church members 
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Mr. Harris. They are. 

Mr. Futron. Then, if these people come in representing the ae 
organizations and testify exactly opposite to you, there could be : 
number of split personalities as between the Farm Bureau meaner 
and the church members as there must be a large overlapping of mem- 
berships. Are they at one time church members and at another time 
farmers ? 

Mr. Drerz. I would like to make one brief remark here, and I say 
this with all the sincerity possible. 

I have been with Farm Bureau for about a year anda half. Before 
that I was with the American embassy abroad, in three different 
United States embassies. I am very much impressed with the way our 
organization reaches its policies. I will match it against any organi- 
zation in the world for the sincere effort we make to find out the think- 
ing of the man on the farm. 

The policy development system is there, and it is a sincere system 
and very good one. As I say, I will match it up with any other organ- 
ization in the United States and in fact in the world. 

Mr. Funron. We are simply pointing out to you the dilemma our 
committee gets into when we have very well-meaning organizations 
come here with opposing points of view. 

Mr. Drerz. We sympathize and we understand, sir. 

Mr. Furron. And when we then find that probably a majority of 
the members of each organization belong to the other organization, 
then what do we do? 

Mr. Dierz. Well, sir, I would say that there are very few Americans 
who would want to go on record as doing anything that might jeopard- 
ize the security of ‘the United States. I think that the direct and 
immediate security of the United States is more closely linked to 
military aid than to economic aid. I am not speaking in opposition 
to the long-term approach but after all, in the modern world, an hour 
is a short hour; much can happen even in minutes because of missiles 
and supersonic aircraft. 

Mr. Fuuron. I hope you will, as a great farm organization, recon- 
sider your position on Public Law 480. If you will look at that act, 
it is a much misunderstood act. The purpose of it is primarily to 
increase foreign markets for the United States agricultural products 
that cannot be sold or given away at home, or sold for dollars abroad 
in usual channels of trade. 

If you will likewise look, you will find many farm projec ts author- 
ized in Public Law 480, such as world fairs, consumer projects of vari- 
ous kinds, that will give greater outlets for American farm produce 
abroad. 

To me, Public Law 480 is a $4 billion asset to help not only the 
security of this country and the international trade and benefits that 
may be developed, but likewise, one of the best marketing devices 
abroad that the American farmer could possibly get, and best of all, 
financed by his own surplus commodities. 

Why wouldn’t your organization want Public Law 480 extended ? 
Why would you want to close it down? I would think just the 
opposite. 

Mr. Harris. We have recommended that Public Law 480 be extended 
for 2 years, sir, and we have supported the market development fea- 
tures in that act. 
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The Farm Bureau’s original support in sponsoring this bill was 
predicated upon its market-development features, but we have noted 
that of the foreign currencies accumulated, $1.2 billion has been 
specifically set up for economic aid, and we say the committee will 
want to take into consideration these vast accumulations for economic 
aid in determining the dollar amounts in this bill. 

Mr. Fuuron. Yes; but we in Pennsylvania have an old saying that 
the merchant with bankrupt customers lives in a tumble down house. 
The effort under Public Law 480 is to put our allies abroad on their 
feet economically so once they get accustomed to your farm goods, 
knowing what they are, they can buy them. 

Then “why not say it is of benefit to American agriculture to get 
better and more solvent customers abroad ? 

We in Pittsburgh are fairly smart on this problem. We make 12 to 
17 percent on exports in the city of Pittsburgh and we have quite a 
boomon. I think the farmers likewise should try to get wider, broader 
markets and cooperate with those of us from the industrial areas on 
getting good-paying customers and lifting the level of living in the 
free world as we have done in America. This means United States 
programs abroad to help our friends and allies, to help themselves. 

Why would that not be a better program than looking for the early 
termination or reduction of Public Law 480? 

Mr. Drerz. We have not urged termination of Public Law 480. We 
say we hope that we can create permanent markets abroad for dollars, 
and that we do not have to use forever this mechanism of a Public Law 
480 program. 

Mr. Furron. Your statements are very interesting, and I wanted 
you to see some of our problems by our disc ussion. 

Too frequently witnesses come in and receive a pat on the back and 
the committees say they like what you say, but there is no reciprocal 
discussion and trading of views. 

May I say, Mr. Chairman, we are glad to have these witnesses here, 
and we feel you have made a very profitable discussion for the com- 
mittee today. 

Mr. Carnauan. I want to join with Mr. Fulton in saying that we 
are glad to have you come before the committee and give us a chance to 
discuss some of these problems with you so that you can see the diffi- 
culties we face. 

In your recommendation on increasing loans, I think I would go 
along with increasing loans, but there is this question: If we are going 
to increase essential assistance to another country in developing its 
economy so that it will become a participating member in the family 
of free nations, are we prepared to purchase enough of their services 
and commodities to allow them to service a loan ? 

Mr. Drerz. Allow me to say, that the Farm Bureau is for expanding 
mutually beneficial trade all over the world. We believe in free 
trade. One of the first tenets is—that our customers should have to 
have a right to earn sufficient exchange in the United States to buy our 
farm commodities or to buy anything else for that matter. We sup- 
ported H. R. 1. Weare behind Reciprocal Trade. We are for OTC, 
and we support the GATT. 

Mr. Harris. We conclude our statement on that note, that we feel 
the real solution is in international trade. 
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Chairman Carnanan. I think many of us feel that that is the way 
it ought to be done, but when we get to implementing it, we strike some 
snags. This is off ‘the record. 

( Discussion off the record. ) 

Mr. CarnAHANn. We might go back on the record now. 

Would you say our present foreign aid program is successful or con- 
siderably lacking ? 

Mr. Drerz. This is difficult to answer. 

After the war, there was obviously a need for a foreign aid program 
of some sort. Farm Bureau supported it. However, we think that 
in the future it should be reduced. The trend should be a reducing 
trend rather than an increasing trend. We should make every effort, 
as I know this committee will, to get rid of the fat and put muscle into 
it, and try to simplify the program so that the average American 
an understand. 

I think, sir, that the Carnahan subcommittee’s trip in the field, where 
you discuss this program with the average American taxpayer, was 
a very admirable and worthwhile effort. I think that there should be 
more of these hearings in the future, designed to make the average 
citizen—the average man on the street—understand what the real 
issues are. 

Mr. Carnanan. Are you thinking in terms of a program like the 
Marshall plan ¢ 

Mr. Dierz. The mutual security program we have now is certainly 
an outgrowth of that, As a matter of fact, when I was agricultural 
attaché to the United States Embassy in Holland and even in Norway 
and Argentina, I never referred to the FOA as the FOA, or the ICA. 
You just say “Marshall aid.” Our aid program is still referred to in 
most of the world as the “Marshall aid” program. 

Mr. Carnauan. The thing we are trying to do has certainly changed 
from what we were attempting to accomplish under “Marshall aid.” 

Mr. Drerz. That is true. 

Mr, CarnaAHAN. Would you say that the Marshall plan was reason- 
ably successful ? 

Mr. Dierz. I would say that it was, I — now, however, the 
emphasis has shifted to the underdeveloped ar 

Mr. Carnauan. Do you think it is exactly fair toe ompare the type 
of thing we are trying to do now with the Marshall plan? 

Mr. Harris. The development loan fund seems to be quite similar. 

Mr. Carnanan. It is similar perhaps in the way we would admin- 
ister the funds, but I wonder if what we are driving at would be 
comparable. 


Mr. Harris. Well, it is development rather than rehabilitation, for 
the most part. 

Mr. Carnantan. Yes; it is development. It is development from a 
pretty low level in some instances; and, of course. the Marshall plan 
was to rehabilitate and to reestablish a rather high economic system. 
It seems to me we are trying to doa different thing. 

Do you feel the thing we are trying to do with our foreign-aid pro- 
gram now is something that can be accomplished within a year, 2 years, 
or 3 years or within a short period of time? 

Mr. Harrts. Well, as far as the objective is concerned, no; it can- 


not be done in a year or 2 years or 3 years and probably not in 10 years 
or 20 years. 
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Mr. Carnanan. You might go up even higher. 

Mr. Harris. Yes, sir; you are right. 

What we say is: If we are really after this objective in earnest, then 
we will really go after this international-trade aspect, this private- 
investment aspect, and really let what made this country great work 
into these areas. 

If, for example, some of these countries realized the importance of 
improving the climate for private investment, private capital could 
solve a great part of their problem. 

We think public capital is a poor substitute for private investment, 
and to that extent we would hope that public funds would be limited 
so that every effort would be made to reduce public funds and increase 
private investment. 

Mr. Carnanan. We thank you. 

Your testimony has been most interesting. 

Mr. Dierz. Thank you very much, sir. 

(The prepared statement of the American Farm Bureau Federation 
follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION 


The American Farm Bureau Federation appreciates this opportunity to present 
its views te this committee with regard to several aspects of the mutual security 
program. 

Farm Bureau is a farm-family organization, financed by membership dues on 
a voluntary basis. It is an independent, nongovernmental organization of farm- 
ers. It was organized to provide a means whereby farmers can work together 
and speak with a united voice on the problems which affect them, either as farm- 
ers or citizens. At the close of our last fiscal year, November 30, 1956, we have 
1,587,107 paid-up member-families in 48 States and Puerto Rico. 

Year after year we are amazed and somewhat mystified with the request for 
appropriations for the mutual security program. It seems to us that some of 
the administrative agencies of Government are using every maneuver possible 
to perpetuate a large foreign aid program. Instead of this being a $4.4 billion 
program, which was supposedly reduced to $3.8 billion, the fact is that it is a 
$6 billion program. In the bill under consideration, a request is being made for 
authorization for $500 million for the development loan fund for fiscal year 
1958 and borrowing authority of $750 million for each of the years 1959 and 
1960. These items alone total $2 billion. 

The Congress seems to be quite anxious to reduce the Federal budget, but 
we submit that Federal expenditures will never be reduced as long as we au- 
thorize Government agencies to commit funds of the magnitude outlined above, 
authorizations which will require the Congress of the United States to appro- 
priate money to meet these longtime commitments. 

Separation of the various categories of aid.—It is extremely difficult for the 
taxpayers and even the Congress to understand the mutual security program 
as it is presently constituted. A clear breakdown into three separate categories 
is needed: (1) military aid, (2) economic aid, and (3) technical assistance. 
Each category should have its own appropriation and budget, making it pos- 
sible to expend or reduce any one of these programs without disrupting the 
others. The American Farm Bureau Federation has recommended this separa- 
tion before Congress for several years. We are gratified that serious consid- 
eration will be given to this proposition this vear. 

The mutual security program budget should be reduced in all categories, 
There continues to be large unexpended balances, and every year the request 
for foreign aid exceeds the appropriation for the previous year. 

Our statement this year will be brief. We have reviewed year after year 
our justification for recommended reductions in this program. 

Military assistance-——We are concerned that military assistance appropria- 
tion requests continue to be very large despite the fact that estimated unex- 
pended balances (on June 30, 1957) will exceed $4 billion. We are happy to 
see a recommendation to the effect that military assistance should be placed 
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in the Defense Department budget. Farm Bureau has recommended this 
approach for some time. We do not agree, however, with the provision in the 
proposed act that would give the President of the United States an open-ended 
authorization for an unspecified amount to be used for military assistance. 

The committee will recall that $2,018 million was appropriated for military 
assistance last year. We are now advised that $500 million of such funds are 
available for reappropriation in fiscal year 1958. We can assume, therefore, 
that $1,518 million was spent for military assistance in fiscal year 1957. Yet, 
the administration has proposed a budget which would expend $2,400 million 
for this category in fiscal year 1958. This is an $882 million increase in the 
current rate of spending—a 58-percent increase. 

The American Farm Bureau Federation believes in adequate defense, but 
we would like to point out again to this committee that we think it is not in 
the best interest of the countries involved to continue to rely almost entirely 
on United States arms and equipment for their main source of supply. We 
believe that we could get just as much military seeurity by the utilization of 
our know-how and show-how in assisting friendly countries to produce their 
own military equipment where and whenever possible. Certainly, we recognize 
the need for our supplying some types of equipment, but it is not necessary to 
put every soldier throughout the world in a United States jeep or arm him 
with a United States automatic rifle to make him an effective part of the fighting 
forces. 

The policy of the American Farm Bureau Federation with regard to military 
assistance is as follows: 

“Military assistance should aid our allies to build their own defense resources, 
rather than supply them with military goods produced in the United States. 
Such dispersal of production of military goods will avoid unbalancing our own 
economy by undue concentration of defense production in the United States. 
It will promote the policy of mutual sharing of the burden of the common 
defense.” 

The facts are that if we continue this program over a long period of time 
we will (1) permanently burden our allies with the necessity of spending their 
hard earned dollars for spare parts from the United States; (2) permanently 
commit the United States to supply spare parts free of charge, or (3) have 
much of this equipment abandoned due to the lack of proper maintenance. 

Defense support.—Defense support is in reality another category of economic 
aid. Again the administration is asking for an open-ended authorization with 
funds remaining intact until expended. This classification encompasses a great 
many activities, in the fields of agriculture, natural resources, education, health 
and even public administration. We sincerely hope that the funds available 
under Public Law 480 are duly considered as the Congress reviews this law, 
especially as applied to defense support and economic aid. Vast amounts of 
funds are being accumulated under Public Law 480, and we believe they could 
be utilized to a good advantage in carrying out some of the work that is ap- 
parently now done with dollars appropriated under the defense support category. 

The administration’s revised budgetary figures for military assistance and 
defense support total $2.8 billion. As we have indicated the authorization ac- 
tually would be for $3.3 billion because of the request for an additional $500 
million to be reappropriated from fiscal year 1957 funds. 

Undoubtedly, the Department of State and the military have made certain 
commitments for fiscal 1958 that must be carried out. We recommend, there- 
fore, that the $3.3 billion for military assistance and defense support be reduced 
by $1.2 billion. This would leave approximately $2.1 billion for fiscal 1958 
under these categories. With the vast amount already being spent by the mili- 
tary (provided for in the defense budget), we believe that these two items 
should continue to be reduced. All funds for economie aid should be withdrawn 
from defense support and put in the economic aid category where they can be 
clearly identified. 

, Development loan fund.—We are very happy to note that our recommenda- 
tions concerning economic aid are being gradually adopted insofar as limiting 
el type of aid to loans. However, we believe $500 million for fiscal year 
958 is too high and does not sufficiently take into account the foreign currency 
generated under Public Law 480. An appropriation of $100 million plus the 
$1.2 billion in foreign currency already generated under Public Law 480 and 
earmarked for economic aid, should be sufficient for this program. It is only 
reasonable and logical that the Congress of the United States should support 
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legislation which ties in the disposition of our burdensome surpluses and still 
provides economic aid on a loan basis. We have recommended to the appro- 
priate committees of Congress a 2-year extension of Public Law 480 with a 
$1 billion authorization for the next fiscal year. This will generate in fiscal 1958 
an estimated $400 million that can be used for economic assistance. 

Bilateral technical cooperation.—Again the administration requests a continu- 
ing authorization for this item for an unspecified amount. We recommend 
that $65 million be authorized for fiscal year 1958 for technical assistance. 
We would again point out that there is ample opportunity under Public Law 
480 to provide local currency for most bilateral technical assistance projects. 
The 1957 American Farm Bureau Federation policy on this matter is as follows: 

“The technical assistance program should be continued as an important part 
of our foreign policy. The primary objective of this program should be to aid 
underdeveloped countries to develop their manpower and natural resources and 
expand their production and commerce by educational effort toward improved 
technology and practices, rather than by loans or grants. Maximum emphasis 
should be on the development of industries which complement the economy 
of the area, rather than over-emphasis upon agricultural development.” 

We believe that about $6 million a month plus the millions available under 
Public Law 480 is sufficient for our bilateral technical assistance program, 

Multilateral aid.—We should like to confine our comments with regard to this 
item primarily to the muitilateral technical assistance program, commonly re- 
ferred to as ETAP. We recommend that the United States contribution to ETAP 
for fiscal year 1958, not exceed the 3314 percent as specified by Congress in the 
Mutual Security Appropriation Act of 1956. 

Last year the Congress increased the authorization for the United States con- 
tribution to the regular FAO program from $2 million to $3 million. We sup- 
ported this action and will support reasonable increases in appropriation up to 
the $3 million figure. However, we are convinced that under no circumstances 
should the United States contribution to the ETAP exceed 3314 percent and we 
would recommend that the Congress give consideration to the gradual (not 
to exceed 4 years) elimination of this fund and to a gradual increase in the regu- 
lar FAO budget. We are not prepared at this time to indicate the rate of expan- 
sion of the FAO budget since this is now under thorough study by our board 
of directors. 

As stated earlier, we hope that the appropriate committees of Congress will 
continue to keep strict surveillance over all expenditures. We would, therefore, 
hope that no action would be taken which would give overall authority that might 
cause unlimited amounts of local currency accruing under Public Law 480 to be 
utilized for multilateral technical assistance programs. 

Special assistance programs.—We recognize that there is some justification 
for the President of the United States to have money available that can be used 
for emergencies such as natural disasters abroad. However, we are sure that 
there are funds available in other departments of the Government that could 
be used for this purpose should occasions arise. We believe that Congress, in its 
wisdom, would support supplemental appropriations to fulfill unforeseen needs 
that might arise. The Public Law 480 extension bill, now pending before Con- 
gress, ainends title II so as to provide $500 million of authorization which can 
be used by the President for these types of emergencies. We would, therefore, 
recommend that the authorization for special assistance in fiscal year 1958 be 
limited to $100 million, instead of the $300 million requested. 

Section 402.—We feel that the mutual security program now being contem- 
plated should make direct use of our agricultural surpluses, and we recommend 
that the administration emphasize such use wherever possible. 

Barter.—We also believe that our agricultural surpluses can be advantageously 
used in barter transactions to obtain some of the materials required under this 
and other programs. We recommend that the ICA, Department of Defense, and 
other agencies of the Government be urged to utilize this bartering authority to 
the maximuin exteiit Culisisient with the best interests of the United States. 

SUNFED.—The American Farm Bureau Federation has grave reservations 
regarding the United States contributing large sums of capital or turning over 
large portions of our agricultural surplus for distribution by an international 
agency where they would be subjected to the political considerations and in- 
trigues necessarily found in the General Assembly, which, of course, includes the 
Soviet bloc. 

Farm Bureau 1957 policy states : 
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“The United States must not relinquish control of large quantities of our 
agricultural surpluses for distribution by an international organization.” 

The United States can continue to offer aid to the underdeveloped countries 
through the mechanism of Public Law 480. The Public Law 480 program in 
India and other countries are significant examples. 

We are opposed to any international food reserve which would require the 
United States to turn over the control of large amounts of its agricultural sur- 
pluses to an international agency or, which might tend to control, or unduly 
influence, the world markets of agricultural products. 

Summary.—We note in this authorization bill a trend toward legislation 
through appropriation. We doubt the wisdom of this approach. The open- 
ended authorizations and the $2 billion development-loan fund are good exam- 
ples. We hope that the Senate Foreign Relations Committee and the House 
Foreign Affairs Committee will continue to scrutinize these programs. We have 
confidence that the members of these two committees have more knowledge of 
the world situation and the matters concerning this program, than other com- 
mittees of the Congress. 

The American Farm Bureau Federation believes in international cooperation 
and trade. Our security depends in large measure upon friendly cooperation 
with peoples of other countries. Under current conditions, security will be aided 
by long-term economic and defense arrangements with strong, dependable, mutu- 
ally benefiting partners of an expanding free world economy. Expansion of 
trade among free nations will reduce the need for and scope of direct foreign 
aid programs. Therefore, we should, in our own enlightened self-interest, seek 
expansion of this mutually profitable and beneficial trade. 

International private investment also needs to be expanded, especially in 
underdeveloped areas of the world. United States foreign policy should have 
as a major objective, the creation of conditions in various friendly countries 
of the world which encourage private investment in industry and commerce. 


Fiscal year 1958 mutual security program 


{In millions] 


Administra- Farm Bu- 
tion request | reau recom- Savings 
mendation ! 


Military assistance $2, 400 
Defense support 900 
Development loan fund (economic aid) 500 
Technical cooperation 152 
Multilateral aid 113 
Special assistance 300 


Tetdl. 20k . 4, 365 


! In addition to the maximum use of funds acquired through Public Law 480. 


Notr.—Unexpended balances (estimated) $6,000, June 30, 1957. 


Mr. CARNAHAN (presiding). Mr, Campbell, we are very glad to 
have you. Gentlemen of the committee, this is Wallace J. C ampbell 
of the Cooperative League of the U.S. A. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE U. §. A. 


Mr. Camppeti. I am very happy to be here. I understand that a 
vote on the floor of the House always has to take precedence. I am 
happy that we have this opportunity to make our statement for the 
record so the rest of the committee will know what we have in “ind. 

Mr. Chairman, the Cooperative League, which is a national federa- 
tion of consumer, purchasing, and service cooperatives, is very happy 
to present its views on the Mutual Security Act of 1957 which is now 
before vou. 
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During the last half dozen years we have appeared before this com- 
mittee, presenting suggestions and appraisals of each of the mutual 
security bills as they have come before you for consideration. We have 
supplemented this with testimony on the work of the specialized agen- 
cies of the United Nations, on the use of agricultural surpluses in for- 
eign aid, and on the peaceful uses of atomic energy and disarmament. 

This year we would like to file for the record the testimony we have 
prepared for the Senate Foreign Relations Committee, outlining our 
specific item-by-item analysis of the mutual security bill. 

(The statement referred to is as follows ) 


STATEMENT OF WALLACE J. re DIRECTOR, WASHINGTON OFFICE, COOPERA- 
TIVE LEAGUE OF THE U. §8. A., ON MuTUAL SecuritTy Act or 1957 


The Cooperative League of the U. 8. A., a national federation of consumer, 
service, and purchasing cooperatives, is very happy to have this opportunity to 
present to your committee its views on Senate bill 8S. 2130, the Mutual Security 
Act of 1957, which is now before your committee. 

The Cooperative League and its member organizations have consistently held 
that creation of a constructive program of international economic cooperation 
is one of the most essential parts of our foreign policy. We believe that the 
funds which are spent in the United States foreign aid program are among the 
best investments made with the taxpayers’ dollar. We all realize that foreign 
aid programs cost money, but we are willing to pay our share as an investment 
in a lasting peace. 

The biennial congresses of the Cooperative League, the ultimate governing body 
of our organization, has constantly and repeatedly urged the continuation and 
expansion of a program of technical assistance and economic development as 
the principal method of achieving such a lasting peace. 

On May 21 this year, Murray D. Lincoln, president of the Cooperative League 
of the U. S. A. restated our position in a telegram to President Eisenhower which 
reads as follows: 

“Your message to the Congress and appeal to the people is heartening to all 
those who believe that America must continue its role of leadership in the world- 
wide war against poverty, malnutrition and economic instability which continue 
to be the greatest threat to permanent world peace. 

“The suggested authorization of 5 percent of the national budget for the mutual 
security program is modest, indeed. The requested $765 million for long-range 
economic and technical assistance, amounting to just over one percent of the 
budget, is our soundest foreign investment It is not only an investment in 
world peace, but leads to creation of higher living standards abroad, which can 
mean greater markets and eventually greater prosperity at home. 

“The vast majority of our 13 million family members wholeheartedly support 
continued American leadership in this most constructive aspect of our foreign 
policy. Economic tools and trained experts are the greatest need of the 1 billion 
people in the less-developed areas whose average income is only $100 a year. 
Their choice between a free world and dictatorship can affect our future as 
well as their own.” 

We are happy to also place into this record President Eisenhower’s reply 
dated May 24, 1957. 


THE WHITE Hovske, 
Washington. 

Dear Mr. Lincotn: I deeply appreciate the support you have expressed for 
the mutual security program. In this recognition of the importance of strength- 
ening the saving shield of freedom, you and your associates in the Cooperative 
League of the United States of America give voice to America’s determination 
to stand firmly against the menace of international communism. 

Enactment of the proposed economic and military programs will contribute 
effectively both to our immediate security and to the promotion of peace in 
the world. Thank you for your clear expression of what you regard as being 
in the national interest. 

Sincerely, 
DwienHt D. EISENHOWER. 
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We would like to express our general agreement with the provisions outlined 
in 8S. 2130 now before you and make the following points. 

(1) The provision to acknowledge fully the separation of military assistance 
from economic development and technical assistance is a measure which we 
have been advocating for some time. Clarification on this point should lay to 
rest many of the fears which have been widespread that we are spending billions 
of dollars in economic foreign aid. The proposal before you calls roughly for 
approximately $1.1 billion to be used in economic aid, including establishment 
of a development loan fund to shift emphasis of the program to loans instead of 
grants. The military section of the bill before you providing both defense 
materials and defense support is responsible for $2.8 billion of the suggested 
$3.9 billion authorization. 

(2) The bill before you recognizes the need for long-range planning for eco- 
nomic assistance and development realizing the fact that technical assistance 
and development must be carefully planned and consistently pursued if they are 
to achieve results. 

Here in the United States one of the major reasons for our great agricultural 
production was the establishment of the Agricultural Extension Services which 
extended to the farmers in America the technical information developed through 
our agricultural experiment stations and other work of the United States De- 
partment of Agriculture. We must take the same long view in providing the 
technical assistance to the underdeveloped countries if we are to achieve lasting 
results, 

(3) The proposed development loan fund, as authorized in 8. 2130, provides 
an excellent device to shift a major part of our economie aid to loans rather 
than emergency grants. It will be necessary for the immediate future to con- 
tinue grants in areas where the facilities developed do not provide an immediate 
cash return, but are established to shore up the economy of the underdeveloped 
country. 

The development loan fund is based on recognition “that progress of free peoples 
in their efforts to further their economic development, and thus to strengthen 
their freedom, is important to the security and general welfare of the United 
States.” 

The capitalization of $500 million is a modest amount to meet the needs in 
this field. We strongly urge that authorization be given now for the use of 
$750 million in fiscal 1959 and an additional $750 million in fiscal year 1960 in 
order that there may be a long enough period for consistent planning in the use 
of these development funds. 

(4) In the overall foreign-aid program the amount authorized for technical 
assistance through the United States State Department and International Co- 
operation Administration would total approximately $152 million. This is at 
approximately the same level as the current program and has general public 
support. It is a key part of our effort to help people to help themselves. The 
technical-assistance program is not only important as a measure to create a 
higher standard of living in the underdeveloped countries, but its long-range 
importance to the United States economically is that it will create important new 
markets for American products which in the long pull may very well more than 
offset the total cost of the program. 

The 750 million people in the 19 nations which have gained independence dur- 
ing and after World War II now produce on the average of $100 worth of goods 
per person per year. This does not provide an economic standard high enough 
to warrant substantial trade with the United States. The constant raising of 
that standard of living can create the world’s largest potential market. 

(5) Technical assistance through the United Nations accounts for an authori- 
zation of only $15% million, or less than four-tenths of 1 percent of the amount 
requested under the mutual-security program. Unfortunately, a rider written 
into last year’s appropriation would cut this figure by one-third, to approximate- 
ly $10 million—-an unwarranted and inexcusable cut which would jeopardize 
our role of leadership in the United Nations technical-assistance program. 

The $1514 million requested is to meet our share of a fund of roughly $30 
million provided on a voluntary basis by 83 nations in the United Nations. The 
funds are to be used for the expanded technical-assistance programs of the U. N. 
Food and Agriculture Organization, the World Health Organization, the Inter- 
national Labor Organization, UNESCO, and the other specialized agencies of the 
United Nations and the technical-assistance work of the United Nations itself. 

The program of the United Nations and these specialized agencies has been 
extremely popular, and the contributions of the member nations have been grow- 


92522—57—pt. 3——_8 








390 MUTUAL SECURITY ACT OF 1957 


ing year by year. The Unitéd States contribution at one time totaled 60 percent 
of the UNTA budget. The increasing contributions from other countries has 
reduced our participation to an estimated 49.2 percent in the current fiscal year. 
This changed relationship has come even though we have gradually increased 
our contributions from $11.4 million in 1952 to $15.5 million in 1957. 

I am sure this committee will be pleased to know that today four other coun- 
tries are making larger contributions to United Nations technical assistance, 
measured in relation to their population, than is the United States. The annual 
per capita contribution of Denmark is 13 cents, Canada has contributed 12.8 
cents per person, Norway, 11.1 cents, and Sweden 10.9 cents. These compare 
with a United States contribution of 9.5 cents per capita. 

Measured on another basis, the United States contribution is 11th in ratio of 
contributions to national income. With such a measurement, the nations we 
have mentioned are joined by the Netherlands, New Zealand, Switzerland, Argen- 
tina, Australia, and the United Kingdom in larger proportionate contributions 
to the United Nations fund. 

We go into such length on this matter because we feel very strongly that no 
arbitrary ceiling should be placed upon this very small contribution to the United 
Nations technical-assistance program. The bill before you suggests a ceiling of 
45 percent of the total amount contributed to the program for the calender year 
1958. The increased contributions by other countries would probably leave our 
contribution at its same point. It is our feeling, however, that we should do 
everything we can to encourage participation of all of the other countries by 
continuing on roughly a matching basis. 

It should be understood that this is not a dues payment to the United Nations, 
but is a voluntary contribution by each of the participating nations to a program 
designed to help the people of the underdeveloped countries to help themselves. 

There are a few other items to which we would like to bring the attention 
of the committee. An authorization of $114 million for the technical-cooperation 
program of the Organization of American States is abundantly worth while. 

An often unnoticed item is the requested $2.2 million for the United Nations 
refugee fund. On January 1, 1957, there were nearly 200,000 refugees in Western 
Europe with approximately 50,000 still in camps. These figures do not include 
the Hungarian refugees for whom assistance is provided by special contributions 
outside the United Nations refugee program. Twenty-two governments have con- 
tributed to this worthwhile undertaking. The amount which is requested for this 
year is modest indeed. It was my privilege, as a representative of the board of 
directors of CARE, to see the Hungarian refugee program in Austria in February 
of this year. That program has been carried forward expeditiously and very 
well. One of the chief criticisms we face in Europe, however, is that America’s 
overwhelming interest in Hungarian refugees has bypassed many of the older 
refugees who have come from other Iron Curtain countries and still have no 
place of permanent refuge. This provision would continue an ongoing problem 
in this field. 

For several years there has been a strong movement on the part of many of 
the nations of the U. N. urging the creation of a program in the development 
field parallel to the U. N. technical-assistance program in the self-help field. 
The development program worked out by the U. N. economists and representa- 
tives of many of the countries would take the form of a Special United Nations 
Fund For Economic Development. This has become popularly known as 
SUNFED. The fund has failed to secure approval of the U. N. primarily be- 
cause the United States delegation has taken the position that we cannot partici- 
pate until there are substantial savings in the United States defense program 
resulting from international agreements for disarmament. It is our feeling 
that creation of SUNFED would initiate another step in the joint effort for 
economic development and that this in itself would help relieve tensions by 
building higher standards of living in the underdeveloped countries. Adoption 
of SUNFED would actually be another important step on the road of inter- 
national economic cooperation which could eventually lead to disarmament and 
world peace. We are disappointed that S. 2130 does not include provision for 
United States support of the SUNFED proposal. 

At the close of the 84th Congress, the Senate and House committees and the 
administration all authorized special studies of the foreign-aid program urging 
a new look at the problem. We have been pleased with the extent and the 
thoroughness of the studies. President Fisenhower’s Citizens Advisory Com- 
mittee, headed by Benjamin Fairless, and the International Advisory Board, 
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headed by Eric Johnston, have both recommended continuation of the program, 
with the Johnston committee urging a permanent development fund and en- 
largement of the program. The United States Chamber of Commerce, the United 
States council of the International Chamber of Commerce and the Committee for 
Economie Development have all submitted special reports which have an unusual 
degree of unanimity in their support of the program. The Senate’s Special 
Committee to Study the Foreign Aid Program has placed before you a series 
of reports, including those of nationally known research organizations; and the 

“10 wise men,” including university presidents, publishers, and others who 
visited the countries served by the foreign-aid program, have submitted their 
reports and recommendations. 

It is interesting that these reports of organizations and specialists are sup- 
ported to a surprising degree by public-opinion polls. The one made by the 
opinion research center of the University of Chicago late in 1956 showed that 
85 percent of the people support United States technical-assistance and economic- 
development programs abroad, with a slightly higher percentage indicating sup- 
port for such work carried forth through the United Nations. Most recently, the 
House Committee on Foreign Affairs has been holding a series of hearings in 
which the great religious faiths of this country have been placing in the record 
their support of the foreign-aid program. We, in the Cooperative League, are 
happy to coneur with this overwhelming support for our most constructive 
overseas program. 


Mr. Camesetit. We strongly urge serious consideration of these 
items; but we would like to devote our time for oral presentation to- 
day to something even more important. 

First, may we summarize the Senate statement: 

We agree wholeheartedly with the move to separate the authori- 
zation for military aid and defense support from the actual economic- 
development and technical-assistance authorizations in the bill. This 
point has needed clarification for many years. 

We approve wholeheartedly the proposed creation of a de 'velop- 
ment-loan fund to handle economic de ‘velopment which can be economi- 

cally reimbursable. We urge not only the authorization of $500 million 
in capite al funds, but particularly urge that the authorizations for the 
1959 and 1960 fiscal years of $750 million a year be made at this time 
so that the essential planning work can be done with assurance of a 
oma. program. 

. We support with very great sincerity the direction implicit in 
many sections of the bill that this be looked upon as a long-range pro- 
gram, for neither technical assistance nor economic de velopme nt can 
be done effectively in the short run. 

The technical-assistance authorization in the bill for the United 
States technical-assistance program is a worthwhile investment, but 
is aren st inadequate to meet the current need. 

Authorization of funds for the United Nations technical assist- 
ance program is a small, but important, key to United States world 
leadership and should be approved without cuts or artificial limita- 
tions which might be harmful to the program. 

Today we feel that the greatest need is for a new assumption of 
leadership on the part of the C ongress in giving strength, direction, 
and great, new meaning to the program of international economic co- 
operation. Very fr: ankly, the administration has abdicated its leader- 
ship in this field, cutting the proposed foreign aid budget by half : 
billion dollars even before the program could be translated from the 
overall budget to a specific legislative request. A few hundred thou- 
sand people, hypnotized by the tantalizing mirage of tax savings, have 
been creating an artificial atmosphere of budget cutting regardless of 
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the merit of the programs involved and regardless of the risk to 
American security in abandoning our leadership in world economic 
development. 

There is a danger that the Congress may also bow to the same arti- 
ficial pressures of a few thousand vociferous voices in each congres- 
sional district who put saving a few dollars ahead of constructive meas- 
ures toward world peace. On many other issues the Congress has led 
out and provided direction and expansion of programs be yond those 
recommended by the administration. We hope it will do so in this 

case, because technical assistance and economic development have the 
backing of the overwhelming majority of American people and are, 
in fact, our soundest investment in security. 

We would like to congratulate the House Foreign Affairs Commit- 
tee, which has been holding a series of hearings on the concern of 
the churches for foreign aid. In these hearings you have gotten a 

careful, responsible statement on behalf of the leadership of America 
great religious faiths on the need, not only to continue, but to cand 
our present move to help people abroad to help themselves. You will 
remember vividly, I am sure, the statement of the Right Reverend 
Angus Dun, appearing at the request of Bishop Henry Knox Sherrill, 
president of the Protestant Episcopal Church in the United States, 
who said : 

I am confident that I speak for a large majority of the responsible leadership 
of my church in urging that the United States should continue to develop, im- 
prove, and expand programs of technical assistance, economic aid, and inter- 
national trade such as would make for stability, justice, freedom, and peace for 
the peoples of the underdeveloped areas of the world and for all nations, includ- 
ing our own. 

A similar attitude was indicated by the Reverend Dr. Ralph W. 
Sockman, appearing in behalf of the National Council of Churches of 
Christ in America, who said: 

Unless the United States awakens a fresh world expectancy, creates new hope, 
and offers programs of partnership with adequate, long-range, economic aid, 
others may try to do so. America alone, of the great powers, can give in this 
world crisis spiritual confidence to the underdeveloped areas and nations. We 
of the churches are of the judgment that the time for courageous action on the 
part of our Government has arrived. 

The record of the hearings is replete with statements of this kind, 
unanimous in the support of an expanded economic, foreign aid pro- 
gram. We commend to you the statements of Father James L. Viz- 
zard, vice president of the National Catholic Rural Life Conference; 
Dr. James H. Robinson, representing the Presbyterian Church in 
the U. S. A.; Dr. Paul C. Empie, of the National Luthern Council; 
Dean Constantine J. Kazanas, of the Greek Orthodox Archdiocese of 
North and South America; Mrs. Theodore O. Wedel, president of 
United Churchwomen ; Harper Sibley, former president of the United 
States Chamber of Commerce, representing Church World Service of 
the National Council of Churches, and many others. 

May we illustrate with one small example the kind of unthinking, 
shortsighted, arbitrs ry, and hasty action which can destroy America’s 
leadership at a saving of merely pennies per person in America. Last 
year, when the appropriations bill was on the floor of the Senate, 
an attempt to cut the appropriation for United Nations technical assist- 
ance from $15.5 million to $10 million was defeated by a decisive vote, 
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but a crippling rider was written into the appropriation cutting the 
authorization for 1958 to not more than one-third of the total funds 
of the U. N. technical-assistance program. This would achieve by 
indirection what the Congress refused to accept in a direct cut. 

This year the State Department has timidly suggested that the 
United States cut its contribution to not more than 45 percent of the 
total program. Actually, this is one of the finest programs ever de- 
veloped in the field of foreign relations, and should be constantly 
pushed and expanded instead of cutting before the wind. As this com- 
mittee knows so well, the U. N. technical-assistance program is one 
based on voluntary contributions by the participating nations. It is 
not a dues payment to U. N. overhead. The United States started the 
ball rolling by contributing more than 60 percent to the annual pro- 
gram, and has reduced its percentage each year as contributions of the 
other countries have risen. We talk proudly of our leadership in this 
field—and well we might. But you should know that four other 
countries are contributing more per capita to UNTA than is the United 
States. If we calculate contributions in proportion to national in- 
come, 10 other countries lead the United States in their participation. 
That is, measured in proportion to their national income. 

The work of the Food and Agriculture Organization, World Health 
Organization, International Labor Organization, UNESCO, and other 
specialized agencies mobilizes not only the contributions of the other 
countries, but harnesses their manpower, technical skills, local ma- 
terials, and local-currency contributions far, far beyond our small 
cash contribution to the program. 

The $15.5 million requested by the administration should be ap- 
proved with authorization to match dollar for dollar any of the con- 
tributions of the other countries to this program. 

We have gone into this particular program in great detail because 
it illustrates the kind of leadership which this committee could exercise 
on its own responsibility. A similar and parallel program falls also 
within the initiative of this committee and might be launched here to 
meet the challenge issued by church leadership of America. 

For many years, representatives of most of the underdeveloped 
countries in the U. N., and the majority of our friendly western allies 
in the U. N., have been urging the United States to give the green 
light, through its participation, to the creation of a Special United 
Nations Fund for Economic Development. SUNFED would apply 
in the economic-development field what UNTA applies in technical 
assistance. This isn’t understood by people who are afraid of the 
phrase SUNFED. Most people don’t realize this is an exact parallel 
to the formula used by the United Nations Technical Assistance Fund. 

SUNFED would pull into the program of economic development 
the participation of the great majority of the nations of the world, 
just as UNTA has mobilized support for technical assistance. The 
costs of economic development to the United States would actually be 
cut because they would be shared by other nations, and we could ac- 
complish more in the field of development and international coopera- 
tion with less money than if we go it alone. 

Measured in terms of the authorization now before you, the proposed 
United States participation in an initial $250 million capital fund for 
SUNFED isa reasonable and modest request. Our contribution would 
be about $80 million of the $250 million proposed. 
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Unfortunately, the administration does not mention this at all in 
the proposed legislation. The cart has been hitched to the wrong end 
of the horse. Our representatives at the U. N. have been directed to 
set forth as United States position that we could participate in 
SUNFED only when there were enough savings through disarmament 
to release capital for economic development. Actually economic 
development is one of the finest ways to start the process of easing 
international tensions so that a measure of disarmament would be 
possible. United States leadership could be reestablished in this field 
by a modest participation in the SUNFED program, challenging the 
world to cooperate in this very great long-range program of lifting 
the productivity, standard of living, and markets of the world. 

Another point of potential leadership could come in a declaration 
by this committee and the Congress that we believe in technical 
assistance and economic development as continuing national policy 
and a long-range program in the interest of the United States and 
the interest of our less-developed neighbors. Here in our own 
country you will remember that agricultural production was stimu- 
lated and reached today’s treme »ndous capacity primarily because of 
the agricultural extension and technical assistance to American 
farmers. The experiment stations, land-grant colleges, and agricul- 
tural extension were successful because they were given adequate time 
to bring increased production and better distribution to full fruition. 

In a similar way our natural resources were developed adequately 
because we could make long-range plans with the essential capital to 
do the job. There is every reason to believe that we must apply the 
same principles to technical and economic development if we are to 
achieve the results we wish within a framework of national policy. 
The Congress will wish, of course, to reserve its right of appropriation 
and review; but a statement of policy could give assurance to those 
who are doing the job that they will have time to do it properly. 

In our work overseas we must do more than serve the immediate 
material needs of the people. Our programs can be continuing and 
self-supporting only if they are based on sound and adequate educa- 
tion and the creation of democratic institutions such as trade unions, 
farm organizations, and cooperatives, which will provide the institu 
tional machinery through which these people can continue to help 
themselves. Unfortunately, this has not been part of the stated policy 
of our foreign aid program. We feel it should be. 

Finally, the point of greatest potential economy in international 
relations will come only when we can achieve universal enforceable 
disarmament which can move from stage to stage, protecting national 
security, but moving toward the reduction of armaments and eventual 
agreements for world peace. Even comparatively small steps in 
mutual reduction of arms can bring much greater savings to the Amer- 
ican taxpayer than drastic cuts in some of our domestic and overseas 
programs which are faced with the greatest danger from false econ 
omy. Disarmament by agreement could also release much of our 
resources, now devoted to armaments, for highly important and desper 
ately needed school construction, housing, highways, and other pro 
grams in the national interest. 

I would like to comment on 1 or 2 things which were mentioned 
by our friends from the Farm Bureau who preceded me on the stand, 
if I may. 
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First, in regard to Public Law 480, we feel that this is a tremen- 
dously important act, that it can do a great deal of good. We were 
for it, and we are for its extension and for its expansion if it needs to 
be expanded. 

Unfortunately, at the present time it is not used to pay for tech- 
nical assistance. I feel that a stretch of the present phraseology might 
make it possible to so use it. But it is not now being used to pay for 
technical assistance in the underdeveloped countries. 

Perhaps this committee and the Congress can see that that is written 
into Public Law 480, but I know that the administration doesn’t feel 
now, with the language before it, that it can be used for that purpose. 

I think that you, Mr. Carnahan, made a very fine point in saying 
that the law is now so to that the funds available under 480, 
overseas, are in local currencies, and that the primary need in those 
countries is for United States dollar loans, so that this can’t meet one 
of the basic problems. 

While Public Law 480 is very important, we don’t have enough 
experience to do what our friends from the Farm Bureau feel can 
be done. 

Also, I don’t think it should be under attack from its own sponsors. 

1 was surprised that the representatives of the Farm Bureau said 
they were looking forward to cutting Public Law 480 authorizations. 
I think it should be continued as long as it is doing an excellent job, 
and I think it is. 

Mr. Carnanan. If the Public Law 480 funds were made a so-called 
revolving loan fund, what effect do you think that might have on 
assistance Public Law 480 gives to American farmers ¢ 

Mr. Camrpse.it. Do you mean overseas ? 

Mr. Carnanan. Yes. 

Mr. Campsety. As a revolving fund, it could take care of some of 
the needs, where the needs are for local currencies, but it doesn’t do 
the whole job. I think it would still have to be supplemented by this 
proposed development loan fund. 

Mr. Carnanuan. Then if I understand you correctly, you say that 
you think the law should be amended so that the Public Law 480 funds 
could be used for technical assistance ? 

Mr. Camrpeti. That is right. We would strongly support the use 
of those funds where practical for that purpose. 

One other thing that was in the Farm Bureau statement that was 
not presented orally, here, was the suggestion that U. N. technical 
assistance should be cut down to one-third. 

I hope I have covered that adequately in my statement, today, but 
it is tremendously important that this program through the United 
Nations be kept at a maximum. It is one-tenth of what we are spend- 
ing ourselves on technical assistance, and it is doing a very fine job. 

There is also one point that they had raised repeatedly, the sug 
gestion that there should be direct appropriations for the FAO. 

We have more farmers in our own membership than the Farm Bu 
reau has in its membership, and I think we speak for them as well 
as the Farm Bureau does for its membership. 

Mr. Carnanan. To continue Mr. Fulton’s questioning, what do you 
think is the representative opinion of the members of your group? 

Mr. Camppety. We can’t speak for 100 percent of our people, any 
more than anybody else can. We think that the great majority of 








396 MUTUAL SECURITY ACT OF 1957 


our members agree with the statements that we have made today, 
that is supporting an expansion of the technical assistance and eco- 
nomic development programs. 

Many of our members are members of the American Farm Bureau. 

Mr. Carnanan. And also members of the churches. 

Mr. Campseti. That is right, also members of the churches. 

I feel if you could take a poll of any group in the United States, 
you would find it pretty well meets the public opinion poll that the 
professional pollsters have run which have shown 75 to 85 percent of 
the people supporting technical assistance and economic development 
at its present rate. 

I wish it was possible to take those polls more extensively to get into 
groups such as the farm organizations. We have in our membership 
very large farm supply cooperatives, some of them Farm Bureau co- 
operatives, some Farmers Union Co-ops, some Grange co-ops. They 
have repeatedly supporte d us in the position we have stated. 

The electric co-ops are members of the Cooperative League, too, and 
they are more numerous than any other farm organization in the 
United States. There are 314 million members in the electric co-ops. 

Now, they don’t take an active position on this, but they are mem- 
bers of the league, and we feel we are speaking for the majority of 
them when we speak for it, as we do here. 

Mr. Carnanan. Mr. Chairman. 

Chairman Gorpon. I just want to thank the gentleman for his fine 
presentation. His points are sound. 

Mr. Campsetyi. Thank you. 

Mr. Carnanan. [note you say: 

A few hundred thousand people, hypnotized by the tantalizing mirage of tax 
savings, have been creating an artificial atmosphere of budget cutting, regard- 
less of the merit of the programs involved and regardless of the risk to American 
security in abandoning our leadership in world economic development. 

Upon what do you base that statement ? 

Mr. Campse tt. I believe that to be true. T believe most of the people 
who send telegrams to Congressmen are those who can call in their 
secretary and say, “Take a telegram.” There are more people who 
do that than those who sit down and write a telegram, themselves. 

I think if you get telegrams, 100 telegrams from one constituency, 
it looks as though everybody in that district is for cutting taxes. But 
these may all have come from one meeting of the chamber of com- 
merce in that town, and the line of the Chamber of Commerce has 
been, “Cut taxes. Cut taxes.” 

They feel they can save some money on taxes by spending a little 
money on telegrams, so they let you know. The average farmer hasn’t 
sat down and written you a letter, has he, about paying taxes? You 
have a district that has a lot of farmers. 

Mr. Carnanan. I have a farm district, and represent conservative 
people and will continue to support any possible savings consistent 
with our national interest but I haven’t gotten a lot of mail asking me 
to cut the budget. 

Mr. Camppety. I think that is typical. There are a lot of letters, 
sure, but there are 160 million or 170 million people in the United 
States. The people who are against something are the ones who send 
you a telegram or write you a letter. Those who are willing to go 
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along with what is being done never get around to saying so, and those 
who want to thank you, very seldom get around to thanking you, but 
you know, because they reelect you, that they appreciate what you are 
doing. 

Mr. Carnanan. What do you think are some of the major bases 
for the drive to reduce taxes and especially to cut the mutual security 
program ¢ 

Mr. Campsett. My own feeling is this, that there are two basic 
reasons for the present drive on the budget. One is the direct one. 
There are some people who think they might have their taxes cut a 
little bit next year. They would like to get $50 back, or have their 
corporations save a few thousand dollars. There is that personal 
self-interest. But there is also a motive, I think, that is even more im- 
portant. I think this is the reason why there was a great storm of 
protest fomented. The two items which are the primary target of those 
who are for cutting the budget are economic foreign aid and the school- 
construction program. Those two are so important that standing on 
their own merits they will automatically be approved by the Congress. 
The only way you can really stop these two programs is to get an extra 
factor which can be used against them. I think those who planned 

this great campaign against the budget had primarily in mind those 
two things that they thought they could cut back, not on merit, but 
on an overriding ¢ ampaign to cut the budget. It is my own sincere 
opinion that that is the primary motive back of the budget. cutting 
campaign. 

Mr. Carnanan. I have said many times that if we wring all of the 
military aid out of the foreign aid program—and I am not opposed 
to the military aid—that there is left for ec onomnic aid and technical 
assistance approximately a half billion dollars. If we cut out the 
entire program we are still not ms iking a dent in the budget. If we 
cut it all out T think we can safely say that as a result of cutting it, 
nobody will get a tax reduction. 

Mr. Camppetn. I would think that is perfectly true, you can’t re- 
duce taxes on a $72 billion budget by cutting one-half billion dollars 
out of it. That is what is represented. 

Mr. Carnanan. Opponents of foreign aid are misleading our people 
to believe that by cutting the foreign economic and technical assistance 
that they could give them tax relief. 

Mr. Campsett. That is right. 

Mr. Carnanan. Do you think people making that representation 
understand what they are doing? 

Mr. Camprrt. I think the people who thought up the campaign 
understand what they are doing; yes. 

Mr. Carnauan. Do you believe that they think that a tax cut can 
and will result from reducing or eliminating this half-billion-dollar aid 
fund ? 

Mr. Camepetu. I don’t think they have thought that far. Actually, 
the economists for most of America’s economic organizations are ap- 
pearing before the Joint Committee on the Economic Report. The 
hearings that are currently underway have pointed out that it is, first, 
not possible, and second, not in the national interest to cut taxes now. 

The people who are doing the hardest thinking in the Chamber, in 
the NAM, and so on, know the feasible thing to do. Yet this is the 
campaign that has been launched. 
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Mr. Carnauan. The foreign aid program hasn’t had an adverse 
effect on American business yet, has it ? 

Mr. Campsett. I think it has actually helped American business. 
This is the way to create markets for American goods. I am on the 
board of directors of CARE. We have distributed United States 
surplus agricultural products—milk, cheese, and other products—in 
many countries. Our mission chiefs can actually go back into a 
country and show that more people are buying milk and drinking milk 
now because they have learned its value in school lunch programs 
which CARE has supervised in those countries. This is actually 
creating a new market. It is the cheapest way for us to create a new 
market. 

Mr. Carnanan. Of course, one of the great arguments against es- 
pecially the foreign aid program is the adverse effect it is going to have 
on our own economy. That was the reason I asked the question. It 
hasn’t had the adverse effect, yet? During the period while we have 
been implementing what the opponents call ‘the great giveaway, Ameri- 
can industry has had its best days. 

Mr. Campsetyi. That is right. And it won’t have an adverse effect. 
There were two studies made at the request of the Senate Foreign 
Relations Committee, one by the National Planning Association, I 
think, and one by the CED. Both underlined the fact that this is a 
good investment in terms of long-range prosperity of the United 
States. The responsible organizations in the economic field don’t look 
upon this as anything that we can’t afford or that will be economically 
detrimental to the interests of the countr y. 

Mr. Carnawan. It has been nice visiting with you, but we have 
another witness. 

Mr. Campse.tnt. Thank you very much. 


STATEMENT OF WILLIAM N. ROGERS, CALIFORNIA, ST. MARYS 
COUNTY, MD. 


Mr. CARNAHAN (presiding). Mr. William N. Rogers. 

Mr. Rogers. My name is William N. Rogers. I am a financial eco- 
nomist. I represent a group of American business and professional 
men, an informal group, who have over the past 7 years evolved a base 
from which we think economic assistance abroad can be facilitated 
on a practical basis, a businesslike approach, with the idea of private 
enterprise assuming its full measure of responsibility in connection 
with our foreign-assistance efforts. 

I should like to thank the committee for the honor and the privilege 
of appearing before it. 

On April 12 of this year, I submitted to the Senate Special Com- 
mittee To Study the Foreign Aid Programs comments and rather de- 
tailed suggestions as to ways and means of expediting a stimulus to 
private international economic cooperation. I understand that these 
will be incorporated into the published record of that committee’s pro- 
cee “lings, and for that reason there is no need for their reiteration here. 

At this juncture, however, I would like to submit that our proposals 
as they relate to a very complex x problem are quite involved and require 
a detailed analysis. I should like to state that my time and services 
are at the disposal of the committee or its designees to the end that 
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such an assessment may be made of the merits and/or deficiencies of 
our suggestions. 

We are all aware of the fact that much has been written and said 
about the benefits to be derived, especially by underdeveloped areas, 
from an effective display and employment of private initiative and 
enterprise vis-a-vis governmental development and rehabilitation pro- 
grams. But the irrefutable fact remains that there has been, to date, 
no specific formula activated which would coordinate world thinking, 
at both governmental and private levels, on the subject of private in- 
ternational economic cooperation as a worthy, or rather, simultaneous 
complement of our foreign-aid efforts. 

In the Senate special committee’s report of May 13, 1957 (85th 
Cong., Ist sess., 5. Rept. No. 300), it is recommended that there be 
established an economic development fund, and certain criteria are 
suggested regarding its inception. It seems to me that these proposals, 
together with certain additional provisos, represent an admirable ap- 
proach to the problems of what the committee terms “development” 
and “supporting” aid and, perhaps, “technical assistance” aid. 

It would seem appropriate here to make the following comments: 

1. Without intended disrespect or prejudice, 1 would seriously urge 
that the administration of such a fund be as remotely removed as is 
possible from the long imbued practices underlying our current eco- 
nomic-assistance programs. A small policy group, such as is recom- 
mended in my presentation to the special committee, could effectively 
administer the proposed fund and render an accurate accounting of 
its activities to the Congress. Grants-in-aid and “soft” or noncollat- 
eralized loans, especially in neosovereign and underdeveloped areas, 
are conducive to the establishment of state enterprises from which it 
is an easy and logical step to state-controlled economies: vicious 
weapons of international communism. 

2. The special committee’s report recommends the fund be admin- 
istered on a “repayable basis” and admits of “other financial devices” 
which might encourage a flow of capital abroad. In this connection 
there are two prime instrumentalities which may be resorted to: 

(a) Loans which, historically, have not been too salutary because 
(1) they are usually an instrument of political expediency, and for this 
reason the proceeds may quite frequently be used for purposes not in- 
tended by the lender and not productive of capital and/or realizable 
assets; and (2) regardless of use, they tend to impair the working (or 
current) assets of both the initial and secondary borrowers. More- 
over, they are essentially public funds and may not be as meticulously 
accounted for as some other form of advances such as— 

(6) Equity issues similar in character to those which I have sug- 
gested in my proposals to the Congress and the administration. There 
are many virtues in such forms of finance, whether they are made to 
governments or to private corporate enterprises, principal amongst 
which is the fact that they appear in the capital accounts and do not 
constitute a direct impairment of working (current) assets. Then, 
too, there is a psychological element about equity obligations which 
commands an inherently more scrupulous accounting. 

Additionally, and most important, is the fact that equity finance 
tends to locate itself in those sectors of an economy most needful, and, 
when assisted, most likely to make lasting contributions toward de- 
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velopment and rehabilitation. In short, it permeates and affects all 
strata of a country’s economic livelihood. 

There are innumerable acceptable and effective combinations of loan 
and equity financing which it would appear that the special committee 
might have had in mind when it suggests “other financial devices” and 
“the day when private enterprise can carry the responsibility for sup- 
plying capital for economic development.” ‘The flexibility of the 
blueprint we submitted to the Senate special committee lends itself 
ideally to the employment of the recommendations advanced by that 
committee; even to its ultimate cession to private enterprise. 

As a matter of fact, that is in our basie proposal: that the whole 
thing be directed toward ultimate assumption by private enterprise. 

There have been objections to the loan-policy proposals. That is 
this economic aevehopmant fund that is under consideration, on the 
grounds that the Congress would lose control over the “end use” of 
the funds so advanced. This is readily understandable, as is the ap- 
parent hesitancy to commit our Government to outright ownership of 
equity issues, whether they be public or private. Tt is submitted that 
our proposals relating to the establishment of private institutional 
agencies (interimly quasi-governmental) would obviate these two 
objections. Our suggestions would provide an easily administera- 
ble means of (1) controlling loans to other governments, (2) assuring 
that these and other funds accumulated abroad (e. g., Public Law 
480 funds, et cetera) were effectively channeled into appropriate uses 
abroad pending repatriation, and (3) lend a tremendous impetus to 
the development and encouragement of private initiative, enterprise, 
and the development of entrepreneurial classes abroad. 

There is one factor not dealt with by the Senate special committee 
presumably because it was not within the framework of their terms 
of reference—which I believe to be of major importance in the con- 
sideration of any aid program. This is the psychological posture 
maintained by governments abroad and vrivate interests hoth at home 
and abroad and which T firmly aoe eve has been compounded by our 
national policy with respect to aid and development programs. 

As intimated in my presentation to the Senate special committee. 
until such time as our Government categorically states that future 
assistance will be contingent upon self-help and indigenous private 
initiative and enterprise, governments abroad and private interests 
abroad will continue to allow the “investment climate” field to lie 
fallow and rely unon the innate generosity of the American taxpaver 
and his purse. Our proposals suggest ways of obviating this sitna- 
tion through the institution of local develonment councils 

Our suggestions, evolved over a period of manv vears. suggest and 
recommend to the Congress and the administration the following 

1. A clarification of policy with respect to economic aid: What 
we expect the countries abroad to do. 

Now T have here a copy of my statement to the Senate committee. 
which T might quote from 

2. The creation of a small but effectively authoritative body within 
an already existing arm of the executive branch. with appropriate 
representation from the group I represent, T think. because we have 
lived with it for many. many years and we have studied the various 
asnects of it and we feel that it can be practically and economically 
and very effectively administered, to implement something akin to 


a 


1S 


1e 


in 
te 


ve 
us 


to 


MUTUAL SHCURITY ACT OF 1957 401 


the proposed economic development fund with the ultimate objective 
of its being superseded by private enterprise. 

An airing of the program before an appropriate international 
stains such as the International Industrial Development Conference 
scheduled in San Francisco in October of this year. 

That conference is sponsored by Time-Life International and the 
Stanford Research Institute. It will be a gathering of government 
representatives of ministerial rank—ministers of finance and ministers 
of industry—C. D. Howe, from Canada, is going to speak, Mr. Black, 
of the World Bank, et cetera, and it would be an ideal platform for the 
United States to come up with a concrete target at which other coun- 
tries could shoot. It seems to me in most of the conferences we go 
to—I am referring particularly to the Caracas Conference—where 
the Latin American countries looked to the United States by virtue 
of its preeminence in the world as the industrial, political, and eco- 
nomic leader of the free world, for a concrete suggestion as to what 
could be done for them to help themselves with our assistance. I] 
think that we failed miserably there. There was one outgrowth of 
that, this Inter-American Investment Corporation, I think it was 
called, which was sponsored by the late Rudolph Hecht in New Or- 
leans, but, with his death, the matter just died. 

Now, to continue with my statement: 

The activities of the suggested body (2, above) can and should 
be carefully coordinated and correlated with the administration of 
Public Law No. 480 (83d Cong.), the Export-Import Bank, the Inter- 
national Cooperation Administration, military aid, and comparable 
international commitments of our Government. 

With respect to Public Law 480, there has been quite a bit said here 
this afternoon about it. 1 feel very strongly that the funds accumu- 
lating under the administration of Public Law 480 could lend a 
tremendous impetus to local capital formation abroad in just such 
a manner as I have suggested in our basic proposals. There is, by 
and large, a lack of local capital, but if those funds were properly 
employed it would attract capital in the countries which are now 
transmitted out of the country, when they can get it out, or it is put 
into real estate or it is put into gold or it is put into precious stones, 
merely because the philosophy of equity finance as we know it has 
not permeated in many of these areas. 

They don’t understand it; they haven’t had an opportunity to study 
it; in our representations abroad, we seem to - at a loss to explain to 
people abroad the many advantages that have accrued to this country 
through our economic system of which, of course, thie method of equity 
finance has played a very, very great part in the formation and creation 
of our tremendous economic colossus. 

Incidentally, I have spent some 15 years abroad in the so-called 
underdeveloped areas, or retarded areas, and I feel very keenly that 
if our economic assistance program, which we must carry out for our 
own national welfare and security, is to do what we want it to do, 
we must somehow carry to people abroad a practical message, show- 
ing them how they can develop the resources they have, both in terms 
of natural resources and manpower resources, how we can develop the 
markets, all of which progress will certainly redound to the benefit of 
the United States. 
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In my statement to the Senate Foreign Relations Committee yester- 
day I had two paragraphs which I might quote, and, if I may, I will 
leave copies of this with your staff. 

(The statement to the Senate Foreign Relations Committee fol- 
lows:) 

STATEMENT BY WILLIAM N. RoGers, FINANCIAL ECONOMIST 


On, April 12, 1957, I submitted to the Senate Special Committee To Study the 
Foreign Aid Program a detailed.and comprehensive blueprint designed to stimu- 
late economic progress abroad and form 2 realistically logical complement to our 
foreign aid efforts. Time will not permit its reiteration here but I should like, 
in connection with that presentation, to impress upon this committee the im- 
perative necessity for serious consideration of the following: 

1. Our proposals, the result of many years’ study and applied experience, sug- 
gest a practical approach to a very complex problem. Because of its complexity, 
the suggested resolutions require intensive analyses and appraisal; especially 
inasmuch as we have brought together within a single project a number of ele- 
ments which have heretofore proven individually successful in application. My 
time and services are at the disposal of the committee or its designees to facili- 
tate just such an assessment as is required relating to the merits and/or 
deficiencies of our suggestions. 

2. Grants-in-aid, “soft” or noncollateralized loans, and comparable resorts tend 
to build, and have in fact built, up state enterprises abroad from which it is an 
easy and logical step to state-controlled economies: witness Soviet Russia and 
her satellites. Such tools, which may be a vicious instrument of international 
communism, should not be a recourse sponsored by a country noted for its free- 
enterprise system. Especially in neosovereign and underdeveloped areas are 
the latencies of such instrumentalities dangerous. 

3. Equity finance, which is a major keystone of our own economic system, 
can provide equally salutary services for countries abroad, particularly where 
they have underdeveloped or retarded economies. 

4. The argument that in many countries abroad there exist no effective entre- 
preneurial elements is in part based on fact. But my 15 years of residence and 
travel in underdeveloped or retarded areas have left me with the firm conviction 
that in those regions there are many highly competent and intelligent individuals 
who could be developed into proficient management and technical men and ad- 
ministrators of no mean capabilities. The fact that these latencies have never 
had an opportunity to fully evolve is a major factor oceasioning economic, politi 
cal, and social instability and unrest throughout many sections of the world 
today. 

5. The Senate special committee in its report (85th Cong., 1st sess., S. Rept. 
300) recommends the establishment of an economic development fund “on 
a repayable basis” and admits of “other financial devices for encouraging the 
flow of capital abroad” and which “should help to bring about the day when 
private enterprise can carry the responsibility for supplying capital for eco- 
nomic development.” There are innumerable acceptable and effective combina- 
tions of loan and equity financing and the flexibility of the blueprint we sub 
mitted to the special committee lends itself ideally to the employment of the 
recommendations advanced by that committee, even to its ultimate cession to 
private enterprise. 

6. I would urge that policy determinations and administration of the proposed 
economic development fund be removed as remotely as is possible from the long 
imbued philosophy underlying our current economic-assistance programs. A 
small policy group such as is recommended in our suggestions to the special com 
mittee could effectively administer the fund and render an accurate accounting 
of its activities to the Congress. The fund’s operations could and should be 
closely coordinated and correlated with the administration of the Export-Import 
Bank, the International Cooperation Administration, military aid, local currency 
and other balances accruing under Public Law No. 480 (83d Cong.), and other 
international commitments of our Government. 

7. A policy clarification such as suggested to the special committee is essential. 
And it would be highly salutary and advisable to have a firm program discussed 
and clarified before such an international seminar as will be the International 
Industrial Development Conference scheduled for October of this year in San 
Francisco. 

With these cardinal points placed before it, I would again thank the committee 
for its time. 
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Mr. Rocers. As I say, equity finance is the major keystone of our 
own economic system and can provide equally salutary services for 
countries abroad, particularly where they have underdeveloped or 
retarded economies. The argument that in many countries abroad 
there exists no effective entrepreneurial elements is in part based on 
fact, but my 15 years of residence and travel in underdeveloped and 
retarded areas have left me with a firm conviction that in those 
regions there are many highly competent and intelligent individuals 
who could be developed into proficient management and _ technical 
men and administrators of no mean capability. The fact that these 
latencies have never had an opportunity to fully evolve is a major 
factor oceasioning economic and political and social instability and 
unrest in many sections of the world, today. 

I feel that that is a very true statement and one that is not gen- 
erally recognized. The fact that there aren’t in many of these areas 
entrepreneurial elements is due, I think, primarily to the fact that they 
have never had an opportunity to develop. 

Mr. Carnauan. I think you would find rather wide agreement with 
your idea that we should encourage or help encourage the develop- 
ment of economic systems throughout the world that are built on 
private enterprise. I should think that would be one of our major 
objectives ¢ 

Mr. Rogers. That is where we have fallen down I feel, sir. In 
all the missions that we have abroad, we have failed to convey—in 
the first instance I think many of the people who go abroad try to 
transplant methods and pr actices that work in this country into the 
countries there, in which they are located abroad, without due refer- 
ence to the indigenous idiosyncrasies, the customs, the business prac- 
tices, the business ethics, the religions. We have a tendency, I am 
afraid, to say that “This is the way we do it in America.” 

Now, look at the position we are in today. We, with an economy 
of plenty and with the tremendous natural resources that we have 
and with our highly developed manpower, we are extraordinarily 
fortunate. Other countries don’t have those same facilities but they 
ean be developed. They certainly have the natural resources. As a 
matter of fact, that is one of the reasons why I think that we must 
develop that portion of the world which has at least two-thirds of 
the world’s population and has, in terms of natural resources, the 
greatest untapped and undeveloped raw materials that are known. 
We must assure our own Industrial economy of a continued source 
of raw materials on the one hand, and at the same time we must 
build up abroad a market for our industrial products. Heaven knows, 
in terms of manpower it is there. You can’t do it overnight. It is 
a long, drawn out proposition, but through the economic de velopme nt 
of these areas and through friendly relations we will assure ourselves 
of two things: Sources of raw material and the de ‘velopment of mar- 
kets for our own products. 

Mr. Carnanan. And, of course, we will then have to be a market 
for their products. 

Mr. Rogers. I think we should, sir. 

Mr. Carnanan. In your travels do you feel that many of the lesser 
developed areas have the potential to develop a much higher standard 
of living for the masses of their people than they have / 
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Mr. Rocrrs. Yes. With the world shrinking—it is a rather hack- 
neyed phrase, but it is true—with the world shrinking today as it is, 
these people are becoming aware of the fact that there are many things 
left to be desired in their mode of life and they are chafing at the bit 
and that is what occasions, of course, the political instability : and unrest 
in many of these areas. Particularly in the neosovereign areas where 
they have just come out from under the yoke, if you please, of colonial- 
ism, they are feeling very strongly their national sovere ignty which is 
very fine and I am all for it, but what I am afraid of is, you see the 
living standards in most of these areas, even to some extent in South 
America and cert: ainly in Africa and the greater part of Asia and the 
Middle East, the living standards are so unbelie vably low that they are 
anxious to accept anything which holds a promise of betterment of 
their own economic life. 

What I am afraid of, of course, is that with this steadily growing 
desire to improve their own lot in life they will jump at the things that 
international communism professes to offer and we will find ourselves 
without potential markets and without sources of raw materials. I 
feel that in our own national interest it is of the utmost importance 
to build up good will abroad, strong economies abroad, institutions 
that we all hold dear in this country and cherish and which we do 
everything that we can to protect, but we can’t transplant what is done 
here, over there, because it just doesn’t work in that way and for that 
reason in our basic proposal, we provide for the semblance, the de 
facto local management, local operational aspects of the program so 
that the people themselves will feel that they are contributing to the 
buildup of their own country, through their own efforts, with their 
own capabilities and their own resources. 

I think they resent very much, and I don’t blame them a bit, the 
fact that we stress in many instances the fact that we are giving them 
aid—I think what they want is assistance to help themselves with their 
own resources. We haven’t done that in the past. We have said, 
“Well here, you have got to have a dam and aie is the money to build 
it.” Well, the dam is built and perhaps sits there for many years 
until other complementary advances are made such as communica- 
tions, roads and other public utilities. 

What we have proposed in our basic plan is to create something 
and it can be done—create some means by which the country itself 
can determine on the basis of its own capabilities and resources what 
it needs and let them develop against the background of their own 
customs and traditions and credos, at the same time maintaining 
control over it. JT feel. again. that this comes back to the manner in 
which we go about giving them assistance. We must anticipate a 
return on our assistance and aid programs; returns in terms of goods 
or services probably at some time in the future, but as it is now we, 
certainly with grants-in-aid, have done little to develop the potential 
of returns in terms of goods and services. 

Chairman CarnaHan. Do you have any questions, Mr. Chairman? 

Chairman Gorpon. I have no questions, Mr. Chairman. 

Chairman CarnaHan. Thank you very much. 

Mr. Rocrers. Thank you. I will leave copies of this statement with 


your staff. 
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STATEMENT OF SYDNEY SILVER, BRIGANTINE, N. J. 


Mr. Sitver. I represent the largest organization in America, Mr. 
Average Citizen. 

Mr. Carnauan. This is a pretty good-sized organization. 

Mr. Stiver. I am glad that you kept me for the last because I was 
able to hear all these fine presentations, and in many cases, it expands 
on what I feel. 

I have had a visit to the Middle East, and the country I am going 
to refer to as far as economic aid is concerned, is Iran, 

Mr. Carnauan. How recently were you there ¢ 

Mr. Sitver. I was there in 1954. 

Chairman Gorpon. Was it just a business trip ? 

Mr. Sitver. If you like, I will relate the history of this trip. 

L have been more or less active in anti-Communist activities for the 
yreater part of my life. 

Chairman Gorpon. Before you proceed will you state for the record 
your name, your occupation, and profession. 

Mr. Strver, My name is Sidney Silver and, up until 1954, I was in 
the fish-processing business. ‘Today I am more or less semiretired. 
I worked on the China Committee in 1946-47, which is how I became 
acquainted with Dr. Judd. In 1953 some associates of mine negotiated 
# contract to import Caspian Sea sturgeon. The monopoly on the 
Caspian Sea as we all know, was held by the Soviets for the past 25 
or 26 years. These people knew nothing about the particular types 
of fish, in fact there were only a few men in the country at the time 
who had handled it, during one of the 5-year plans back in 1927 

[ was one of the few. They asked me as a favor to go over there 
and examine the fish and arrange to get it out of the country. They 
heard there was a lack of transportation and they had a sizable 
deposit up. 

Asa favor I went over there in December 1953 and secured a security 
permit to go to the Caspian Sea. They took me through the installa- 
tions. I found a tremendous transportation problem and returned 
after a few weeks and presented the problem to these people. They 
prevailed upon me to go back, take my wife with me and get that 
contract out for them. 

I returned in January of 1954. In the packing and shipping which 
took about 5 or 6 weeks, it didn’t occupy all my time and I made some 
very dear friends there and my wife and I made it our business to 
visit with the people of Iran—not the upper echelons particularly, but 
the people. We visited many schools. I even went so far as to teach 
basketball every afternoon in some of the Persian schools. 

I found at that time particularly a tremendous Communist infiltra- 
tion, of which we well know, because that was just subsequent to the 
Mossadegh sentencing and whatnot. 

The living standards of those people in the Middle East are very 
poor. The educational facilities for the ordinary Iranian child are 
very poor and feeling that education is the most important factor in 
beating intern: ational communism, I felt that that was part of the pro- 
eram that was not—while the educators we sent there were living un- 
der substandard conditions and doing a terrific job, I felt not enough 
was being done or allowed to be done. 
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I spoke to educators and they said the stumbling block was possibly 
the Iranian Government, themselves, who didn’t want the people too 
well educated too soon—I am spe aking frankly, now—since there are 
3,000 ruling families over the 15 million people and the ruling families 
do hi ave the education. I found the comparatively few youngsters edu- 
cated in American schools there, whose people could afford it, were very 
anti-Russian and pro-democratic. 

In the food problem I found a tremendous shortage. 

Mr. Carnanan. You are still speaking of Iran? 

Mr. Stiver. Yes; and there is where I had my experience, frankly. 
I visited point 4 offices. I found a very able gentleman there in charge 
of the fisheries division which I was primarily interested in. I found 
he knew probably less about different species of fish that existed than 
anybody I ever spoke to. 

Probably I shouldn’t say this, but that is how I felt. 

Then to my surprise I found that the Persian Gulf which contains 
at least 200 varieties of edible fish, among a few hundred varieties of 
nonedibles, was not being fished, not being exploited, and the people 
in that country were starving for protein food. They got me very 
much interested and when I came back to this country, I tried to do 
something about it, which was to no avail. 

However, the most important issue at hand is the foreign-aid pro 
granr of this particular fiscal year. I say now with great sincerity, that 
they speak about cuts and they ees ak about cutbacks. Possibly the 
money has not been spent wisely, but it has been spent well because 
I think the greatest aetersent to a third world war has been our 
foreign-aid program, both in military assistance and whatever eco 
nomic aid and technical assistance did go forth. 

The previous witness did mention that so many missions failed. 
It is true. In speaking to several officials - the FOA and eventually 
ICA, they admitted the fisheries mission in Iran was not successful 
and they had never had a success with any iilaaiee mission. 

I wrote a statement that that was due to the fact that while admin 
istrators are a much-needed thing in any program, that, as the previous 
witness had said, the practical experience, the practicality of teaching 
uneducated people can only be done by manual and visual means. It 
can’t be done by pamphlets or the written word. You have to teach 
them manually, practical men with practical business experience can 
teach them each phase, whether it be fish or any other industry, as to 
how to develop their own resources. 

(The statement referred to above is as follows:) 


STATEMENT GIVEN TO INTERNATIONAL COOPERATION ADMINISTRATION IN 1955 RY 
SYDNEY SILVER 


In accordance with the present plans of the Administration to effectively com- 
bat the attempted Communist domination in the Middle East, I should like to 
submit the following proposal for the alleviation of the food problem, and the 
development of the economies of these strategic countries. 

It is a known fact that protein foods are in short supply. It is also a known 
fact that there exists a tremendous abundance of fish in the Persian Gulf and 
surrounding waters. It is a further known fact that these great sources of food 
supply have not been exploited or used to any advantage. 

It is my belief that a much needed and profitable industry can be developed 
for these people, at a relatively moderate cost. The benefits to be derived from 
such an industry are manifold. In addition to the tremendous food supply the 
area could produce there are the byproducts that can be easily manufactured 


y 
O 


S 


ne 


us 
ny 
It 
ch 
an 
to 


BY 


ym- 
to 
the 


wn 
ind 
90d 


ped 
‘om 
the 
red 


Ne aes 


MUTUAL SECURITY ACT OF 1957 407 


from these fish foods; such as fish meal, fertilizer, vitamin oils, poultry feed, and 
so forth. 

From the standpoint of monetary or economic value, the markets of the Middle 
East, Europe, and Asia, offer an opportunity for the country or countries in the 
field to realize a profitable enterprise, thus making it possible to give to their 
own people these same products at a price that could be afforded by the now 
underprivileged. 

The subsequent profitable employment of a great number of the natives of these 
countries would enable them to afford to send their children to school thereby 
raising the educational standards and giving us one of the strongest weapons 
against communism—education. It has been truly said that a hungry man can 
sustain himself with hate. People with full stomachs, healthy bodies, and en- 
lightened minds are poor material for the Communist propaganda machine to 
work on. 

It has been my observation that the infiltration of communism in these poverty- 
stricken areas has not been due to the understanding or liking of their ideology 
as opposed to our democracy, but due to the fact that the Commies feed them 
bread along with their lies, while our millions of dollars in aid has never descended 
very far from the top echelon of ruling families. 

The fault lies in many places, and accusations and recriminations will not undo 
what has been done. Rather a new and fresh approach to the problem is needed. 
It has been the policy of the Administration and all administrations to engage 
what they feel are the topmen in various industries to direct and conduct these 
programs. These men are educationally qualified, and by happenstance of birth 
acceptable to the powers that be. However, to be realistic, while these men are 
good administrators, and have the proper university and club background, they 
have never done the actual work that is the foundation of this and any other 
similar enterprise. We are dealing with backward people, not the few wealthy, 
educated, but the masses. They must be taught by visual and manual methods. 
In other words, we must have teams of administrators as such and men with 
the practical experience and knowledge to go into the field and teach the people. 

These things must be done, we already know that with money and arms alone 
we cannot battle communism. This is a battle for men’s minds, not only the few 
chosen and liberally endowed by us, but the people, the poor, the uneducated, who 
must be made to realize that we have no aims of colonization, but rather one pur- 
pose, to eliminate world poverty, and raise the standards of living all over the 
world. Thus can we live up to our role of world leader for peace and security. 

It is with the above thoughts in mind that I offer my services with my back- 
ground of 30 years spent in the fish industry. 

Mr. Strver. In that particular country alone I would venture to say 
that a project properly administered would furnish them not only with 
a tremendous business—though some of the legislators from ‘Maine 
and from the Far West won’t agree with me or they will be a little 
worried about our own fisheries industry, I don’t think it would affect 
it. The market in Europe and Asia and the Far East, as evidenced by 
the FAO in their reports and in their conventions, of the tremendous 
shortage of fish food as well as other foods bears out the statement that 
it could not hurt our own economy or fish industry. 

Mr. Carnanan., Is there a great amount of fish being shipped into 
the country from the outside ? 

Mr. Stiver. No, not at all. Asa matter of fact, from personal ob 
servation, occasionally about 10 o’clock at night a truck used to come 
over the mountains from the Caspian Sea that would hand out frozen 
fish from the truck for a very little money. The people would floc! 
around by the hundreds. That is only in the capital city of Iran where 
they hs ad a chance to get it. 

But in the inland areas they get no fish at all. They wait for the 
coming of the locusts for their protein food. As rough as it may seem 
to make a statement like this, it seems that too much of our economic 
aid or technical assistance money goes to the upper echelons and 
doesn’t reach the lower. We know that that pyramid really narrows 
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down. We understand ‘it and as an average citizen—I believe the 
figures were that foreign aid is costing us $600 per capita—I would be 
happy to pay double that amount next year as long as we don’t have 
a war. I would be tickled to death. It is the cheapest form of in- 
surance I have ever paid for not sending my son or my grandchildren 
or anybody else to war. 

But I urge the Congress to consider that their responsibility does 
not end with appropriations whether you cut the budget or don’t cut 
it. I urgently request that you don’t cut any of our militar y or foreign 
aid. It is the greatest factor that we have, today, in controlling and 
deterring the Russian goal of international communism, 

I had a visit this past weekend with a merchant from Teheran. I 
spent the weekend with him and elicited some information from him. 
If he thought I was an official he probably wouldn’t speak as freely. 

He said in the Mideast crisis in Egypt and Israel, that business 
came almost to a standstill in Lran because there was fear and rumor 
that the Russians were massing on the border. 

Now we know as well as anyone else that that is the key country as 
far as the Soviets are concerned. If they ever get their hands on 
Iran—they have the oil in the Abadan area, they have the Persian Gulf, 
and thus they have Europe. 

I urge in my own small way that this economic aid program be im- 
plemented and not cut; that C ongress, itself, does not relieve itself of 
its responsibilities just by appropriating the money, but see that it is 
—— administered correctly. 

Mr. Carnanan. Do you feel that our aid program in on has con- 
iaded to the fact that they are not now dominated by the Com- 
munists. 

Mr. Siiver. Definitely, despite the Hardy report, which T have 
only read in the press. And in part with which I heartily agree. I 
have seen the instances with my own eyes. I have been told by the 
people who probably profited by it. Despite the Hardy report and 
despite the mistakes and despite everything that has or has not been 
done in this foreign-aid program, and in this economic aid particu- 
larly, or the technical assistance, accusations or recriminations mean 
nothing. 

This “I accuse” business, or this malfeasance in office or whatever 
you want to call it does not detract from the absolute purpose of this 
act, does not detract from the absolute necessity of it and what it means 
to our own country, our own security, to world peace and to every- 
thing else. 

Mr. Carnanan. In Iran, wouldn’t you say the compelling purpose 
for the aid was to enable the country to resist communism ? 

Mr. Sriver. Definitely. 

Mr. Carnanan. And it did do that? 

Mr. Sitver. Definitely. Because when I was there they were hold- 
ing demonstrations in the square. I would say mé ayhe fifty to seventy- 
five thousand of the natives would gather in the square, and one of 
the young girls of the family that I knew very well used to translate 
for me. 

The poor people would come over and they would get their money, 
which is equivalent to our 1214 cents, and say, “W ho do we yell for 


today ?” 
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One day they would yell for one party, and the next day for the 
other party. 

Mr. CarnaHan. Were you there under the Mossadegh regime? 

Mr. Sirver. Right after he was sentenced. There was still a lot of 
feeling. 

Another thing I noticed, I asked permission to go to one of their 
Persian schools. When we arrived at the school at 3:30 in the after- 
noon, across a big fence were the words “Go home, Yankee.” That was 
written there inchalk. We visited there, my wife and I, and we visited 
with the children. I took them out and taught them some basketball, 
and they pleaded for me to come back and teach more classes. The 
next day when I came back, “Go home, Yankee” was rubbed out. 

The significance of that is ‘th: at, as the previous witness said, we must 
send people over there who will not try to force upon these under- 
developed countries or these people our methods or our customs, but 
more or less to live with them and to make them understand that all 
we are interested in is alleviating world poverty. We are not interested 
in colonialization or imperialism, which the Soviets accuse us of im 
their propaganda. 

The country of Iran has progressed terrifically, even under the 
supposed mistakes that we have been making and supposed errors that 
have come about. 

This gentleman I was speaking to over the weekend said an applica- 
tion was made and approved for their own television station, which is 
a tremendous factor and which should give us a greater opportunity 
to show these people through our educational films and programs 
exactly how democracy works. It also will create an even greater 
demand and need for electric power, which should help speed our mis- 
sions over there. 

Mr. Carnanan. You spent some time in Teheran. You certainly 
wouldn’t say any effort toward getting a decent water supply for the 
city would be a mistake, would you? 

Mr. Stiver. That was something related to me just this past week- 
end. Most of the houses now have tapwater, which is terrific, be- 
cause I suffered with what they call Teheran tummy while there. 

aon Carnanan. It hasn’t been many years since the water supply 

as distributed by open ditches in the streets. 

Mr. Sirver. It is still running in the street ditches. It, the tap- 
water, hasn’t been put into all the homes yet, but it is going at a pretty 
fair clip. That is one of the greatest things they have done. 

Mr. CarnanAn. A dam that would increase their water supply in 
Teheran would not be a mistake, would it ? 

Mr. Strver. No. The complaint I heard was that they were mov- 
ing so slow. It seems now the Army engineers have moved in and 
they are speeding up the thing. 

Tn other words, under the contract as it was submitted at that time— 
as he tells me—they were moving too slow. They built the road to 
the dam and stopped. They had to build a new road over that moun- 
tain, because the road existing was built in 1906 by one of the Czars of 
Russia, during one of the frequent pilgrimages into Iran. 

Mr. Carnanan. It isa road which they will use? 

Mr. Srrver. The road is there and the dam will be of tremendous 
benefit. The area could use the irrigation that the dam would afford. 
T think it would help the agricultural program terrifically. 
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The work done there; regardless of how much money that was 
wasted, as they say, has proven 10 times over the value of this pro- 
gram. I would rather waste $10, knowing that at least one penny 
was spent wisely. Let’s put it that way. ‘It is that good insurance, 
in my opinion. 

Mr. Carnauan. If a sizable amount of money went into the pay- 
ing of wages to people engaged in building a project that had some 
use, you would have to do a lot of maneuvering to consider it a bad 
expenditure ? 

Mr. Strver. I think it is one of the greatest expenditures. In fact, 
Tamall for it. There is no question about it. 

Mr. CarnaHan. My questions were prompted by the statements 
that we had gone into the country and that we had forced upon them 
projects which they did not want. 

Mr. Stiver. Was that a part of the Hardy statement? I think he 
based that on something that Iran did, too. 

The principal of the school I visited was a Moslem converted to 
Christianity. The school is primarily financed by the Presbyterian 
Church. That along with the Catholic Church probably supplied 75 
or 80 percent of the education—at that time—that existed. She was 
speaking in confidence, and realized I didn’t belong to any of the 
American agencies, and she spoke to me as a friend. She said that 
the American agencies had put aside certain moneys for education 
and she can’t get it. 

Now, she tried that in 1954. The situation may have changed. But 
that was the situation that existed. They did not want too much 
education. 

Let’s not kid ourselves. Some of these underdeveloped countries 
are like sick children. You have to force them to take their medicine. 
Tt is not our position to force because then we are called imperialists. 
However the slow but sure process of education should in time over- 
come this situation. 

The situation is difficult. I sympathize heartily with the agency 
involved. I sympathize with the employees of the agency. This is 
not only true of Iran but many places, I suppose, when you tell them 
what you think is for their own good. 

They take their own sweet time and they only want to know what 
monopoly they can arrange so that some profit of their own can come 
in. The Shah himself is very democratic and has done some tremen- 
dous things. He is very pro-Western. 

I think it is a problem the agency has to solve by sending more 
people in there that are able to take these people by the hand and make 
friends with them—the lower classes that will have to do this labor 
and get into this work of developing their own resources. 

They have a potential there in my own field second to none. The 
Persian Gulf is completely unfished, outside of a few dredges that fish 
from the beach. The only project at that time that was in the works 
was a sardine cannery that never came about. The machinery was 
there, the agency claimed they couldn’t get anybody from America to 
go over there and put the machinery together and run a cannery. 
Not that a cannery is the answer totheir problem. Itisn’t. It doesn’t 
even scratch the surface, actually. 
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Mr. Carnauan. Would you say from your observation that the 
civil servants, the Government workers are loyal to the Government 
they have at the present time ? 

Mr. Suver. Yes, sir. I don’t see how they can’t be. That is my 
opinion. I think the majority of the people who go over there want 
to do a good job. 

Mr. Carnanan. One of the criticisms of our program was that some 
of our money was used to permit the Government “of Iran to increase 
salaries of their civil servants. 

Mr. Strver. Well, that came up in the discussion when it was under 
FOA, and Mr. Stassen was still head of that agency, when someone 
asked me if I would be satisfied to accept a salary of $8,400, plus the 
expenses. 

I said anybody who wanted to do the job as unselfishly as I felt I 
wanted to do it, the money was not important. I am not a rich man 
but the money is not important. 

I would rather leave a legacy to my children of being proud of 
something I have accomplished. It may be idealistic but that is how 
I feel about it. 

[ told them one of the things I thought was hurting the program 
particularly was the jealousy engendered by the natives against the 
salaries received by the civil employ ees of our Government. 

Mr. Carnanan. I didn’t mean the civil employees of our Govern- 
ment. I mean some of our money was used for increasing salaries of 
Tranian Government employees. 

Mr. Sirver. Do you mean for the Iranian employees ? 

Mr. Carnanan. For the Iranians to give a little better pay to the 
people who worked for the Iranian Government. 

Mr. Sirver. Well, that would be true, I imagine. How much 
money could it be, in terms of American dollars? Not too much, how- 
ever it is money well spent and wisely too. 

Mr. Carnanan. Under the Mossadegh regime, do you think there 
might have been a wavering on the part of people working for the 
Government to know just exactly what they were going to do, whether 
they were going to be able to build up a central government that they 
could support, or there just might be the possibility that they needed 
different leadership ? 

Mr. Stiver. That goes into a deep question, Congressman, that can 
only be answered by reading the contract between the British Oil Co. 
at that time and Iran. 

Mr. Carnanan. Do you believe that after Mossadegh, there could 
have been a big body of public servants of Iran ready to become loyal 
to a new regime, unless they had been held in their jobs with a fairly 
decent salary ? 

Mr. Strver. You mean through our money ? 

Mr. CarnaHan. Yes. 

Mr. Strver. Oh, definitely. 

Mr. Carnauan. Do you feel that our money helped to create a situ- 
ation in which they could come up with a rather stable government 
after Mossadegh got out? 

Mr. Sitver. Yes. The proof of the pudding was in the 500 army 
and security officers that they grabbed as Communists, as members of 
the Tudeh Party. 
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Mr. CarnaHAn. Do you think the use of our funds to give fairly 
decent pay to the people who worked for the Iranian Government was 
a mistake ? 

Mr. Sirver. No. I say, all the money for the program is of greatest 
value. 

Mr. Carnanan. In spite of the usual mistakes that are pointed out, 
that we spent our money on the wrong project and wasted it, the out- 
come is that they did not go Communist and that is the important 
thing. 

Mr. Sitver. That is the only reason they didn’t go Communist. 
That was the only deterrent. 

Mr. Carnauwan. Do you think our aid there made it possible for 
them to withstand Communist pressure ? 

Mr. Sitver. Definitely. I could point out many instances where 
that holdstrue. Many instances. 

Mr. CarnaHan. Then, you would say that our program in Iran is 
one of the most successful ? 

Mr. Sitver. On the overall picture—facing the facts that it has 
prevented the Soviets from stepping into Iran, from getting any access 
to the Persian Gulf oil; on the basis it prevented that country from 
going Communist, every dollar was well spent, regardless of how we 
spent it. It was our dollar that did it, regardless of how it was spent. 

Now, we come to the point where you are being badgered by people 
who say “Put these people on their own feet.’ 

I mean this is what you are coming to, now. In that particular 
country there is a chance to put them on their own feet. I don’t say it 
can be done as quickly as the members of the Farm Bureau say, possi- 
bly in 2 years, but that it has to be a matter of education. 

T think the youngsters of school age, today, have to reach maturity 
before we will see the full fruits, possibly, of our labor. But this pro- 
gram cannot be lessened. In fact, it should be implemented, in my 
opinion. 

Mr. Carnanan. Do you mean rather than reducing the funds we 
probably should add some additional funds? 

Mr. Siiver. In technical and economic assistance, surely. In the 
military, I will leave that to the boss, in the military. They know 
what they are doing, I am sure. As far as the gentleman from the 
Farm Bureau is concerned, about weapons and things like that, it 
seems we are trying to internationalize our allies with the same caliber 
weapons so they can be interchangeable, so in case of trouble there 
will be no loss of time or equipment. I think it is a fallacy that we 
don’t give them the same modern equipment we use ourselves, regard- 
less of the cost. 

Mr, CarnaHaNn. Do you think that sometimes the critics of the 
program may be devoting unusual attention to the minute details of 
the particular project and forget what the whole objective is? 

Mr. Stiver. Well, I happen to be here because of the Hardy report. 
When I read it in the press, I wrote to Dr. Judd and I told him how 

badly I felt that this had to come out in the press. I do not mean 
that any news or facts should be withheld from the people. Rather, 
that closer watch should be established on these agencies by the Con- 
gress to prevent these happenings and mistakes or misdeeds. I would 
like to see the Congress apply some preventive measures rather than 
wait and then make disclosures. Reports and investigations invari- 
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ably are political in nature and understandably so. However, the 
entire foreign aid program is too important to be anything but 
bipartisan. 

Sure, we know what goes on. But I mean the average American 
reads only the press dispatch of the Hardy report. That did not 
contain one line saying that every dollar we spent saved an American 
life. I mean that wasn’t said. 

The fact that it is the greatest deterrent to international commu- 
nism that exists, today, that wasn’t said. That is why I wrote to 
Dr. Judd and said, “How can that go unanswered?” 

Mr. Carnanan. We thank you very much. You have been a delight- 
ful witness. 

The committee will stand adjourned. 

(Whereupon, at 5:15 p. m., the committee adjourned, to reconvene 
it 10: 30 a.m., Friday, June 7, 1957.) 
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FRIDAY, JUNE 7, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:40 a. m., in room G-3, 
United States Capitol, the Honorable A. S. J. Carnahan presiding. 

Mr. Carnanan. The committee will come to order. This morning 
we are continuing the hearings on the mutual security program. 

We are privileged to have as our first witness one of our colleagues, 
Congressman Charles J. Kersten, a former Member of Congress from 
the State of Wisconsin. 

Congressman, we are delighted to have you. You may proceed as 
you desire. 


STATEMENT OF HON. CHARLES J. KERSTEN, FORMER MEMBER OF 
CONGRESS FROM THE STATE OF WISCONSIN 


PROPOSED DELETION OF ESCAPEE MILITARY UNITS 


Mr. Kersten. Mr. Chairman, it is a great privilege indeed to be here 
this morning. 

The purpose of my appearing before the committee is specifically 
to oppose the proposed deletion from the Mutual Security Act of that 
provision known as the Kersten amendment providing for military 
units composed of escapees, that is, the deletion proposed in the admin- 
istration bill submitted and introduced at this time under considera- 
tion of this committee. 

That amendment was passed with the original Mutual Security Act 
of 1951, and has been re-enacted each year since and been a part of 
the basic mutual security law since that time to the present time. 


ESCAPEE UNITS WOULD DISARM COMMUNISTS 


The new administration mutual security bill proposes to strike from 
the act the one measure which if implemented would disarm the Com- 
munists without war. 

The measure propose .d to be stricken does not rely upon disarmament 
agreements with the Communists. It requires only our own initiative. 

It would give us a positive sec urity—beyond a mere defensive pos- 
ture—capable of neutralizing, possibly even reversing, the Communist 
potential for military aggression. 

The measure is stricken by that part of line 4 on page 13 of the 
administration bill which reads, “and strike out the second sentence.” 
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The “second sentence”. is the substantial part of section 401 (a) 

which reads as follows: 
* * * Not to exceed $100,000,000 of the funds available under this section may 
be expended for any selected persons who are residing in or escapees from the 
Soviet Union, Poland, Czechoslovakia, Hungary, Rumania, Bulgaria, Albania, 
Lithuania, Latvia, and Estonia or the Communist-dominated or Communist-oc- 
cupied areas of Germany, or any Communist-dominated or Communist-occupied 
areas of Asia and any other countries absorbed by the Soviet Union, either to 
form such persons into elements of the military forces supporting the North 
Atlantic Treaty Organization or for other purposes, when the President deter- 
mines that such assistance will contribute to the defense of the North Atlantic 
area or to the security of the United States. 

I wish to point out that with reference to the wording of the amend- 
ment that it is permissive. 

It is not an additional appropr iation, but the very first words read, 
“Not to exceed $100 million of the funds available.” In other words, 
it is not an economy measure to strike this provision from the bill. It 
merely permits the use of up to $100 million of the “funds available” 
or appropriated by the bill for this purpose. 

This provision, together with the debate at the time of its enactinent 
in 1951, indicates that its purpose is to set up separate and individual 
nation: al military units composed of escapees from Iron Curtain coun- 
tries. Each unit, (e. g. Polish, Hungarian, Czech, Slovak, Ukrainian, 
even Russian, etc.) is meant to be under the free national flag and 
uniform of its own country, and such units are to be attached to 
American or NATO forces. 

The measure is known as the Kersten amendment and has been the 
subject of continuous Communist propaganda attack from 1951 to 
the present time. 

The Soviet Government made formal charges against the Kersten 
amendinent in 1951. Vishinsky led the general attack in the U.N. 

The latest Communist attack is in the lead editorial in the Marc] 
11, 1957, edition of the well-known Moscow-published New ee 
which is presented herewith and marked “Exhibit A.” 

I will not read the editorial, but I want to point out it is the lead 
editorial. It is behind the blue page. It is an attack against the idea 
of the military units. I wish to quote from this recent important 
Soviet publication in its lead editorial on page 1: 

{New Times, a weekly journal appearing in Russian, English, French, German, Spanish, 


Polish, Czech, Rumanian, and Swedish, Published by TRUD, Moscow, No. 11, Mareh 14, 
1957 


IN THE PILLorRY 


Amid all the events of recent weeks, the publication, as an appendix to the 
United States Congressional Record, of what is known as the Kersten memoran- 
dum, has passed almost unnoticed. 

The name of Kersten is notorious. When sitting in the House of Representa- 
tives in 1951, this arrant reactionary authored the scandalous Mutual Security 
Act amendment providing for the appropriation of $100 million annually for 
subversive activities against the Soviet Union and the people’s democracies. 

Under this provision alone, the United States Congress has since allocated 
$600 million for these purposes. 

Kersten was not returned to the present Congress, but he has not languished 
in obscurity. From June 1955 to February 1956 he served, by his own account, 

s “White House consultant on psychological warfare.” And he has his followers 
in Congress too. Congressman Bentley has put his new memorandum into 
the official congressional annals, being of the opinion that “presentation of his 
views is both timely and useful.” 
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In this memorandum Kersten, that tireless anti-Sovieteer, again urges forming 
military units of fugitive recreants from the Socialist countries to operate 
against the U. S. S. R. and the people’s democracies “in affiliation with United 
States ground forces.” He proposes “developing air and naval units” recruited 
among paid traitors and assassins. The “nuclei” of such units, he says, are 
already “based” at Kaiserslautern in Western Germany. * * * 

Another recent attack against the Kersten amendment is contained 
in the May 1, 1957, edition of the Soviet publication, Pepper. It is 
the Ukranian version of Crokidil, the chief Soviet humorous or satiri- 
cal magazine. 

[In this Soviet publication there is a cartoon showing the recruiting 
of so-called “criminals” who escaped from Iron Curtain countries for 
the military units as provided in the amendment. 

Informed Iron Curtain ese apees who appeared before the Select 
House Committee on Communist Aggression of the 83d Congress, of 
which it was my honor to be chairman, stated that the Communists 
greatly feared the implementation of the national military units be- 
cause such units would shake the morale and loyalty of Red-controlled 
soicied forces to the Communist Party (Prof. Marek Korowicz, now 
of Fletcher School of Law and Diplomac y, Medford, Mass., formerly 
professor of international law at the University of Cracow, Poland— 
escaped from Polish U. N. delegation 1953; Josef Swiatlo, former 
deputy director of Polish Secret Police, escaped 1954; Lt. Col. of 
MVD Grigori Burlitzki, Soviet MVD Army, escaped 1953.) 

These were typical of the people with a knowledge of military 
loyalty to communism, who ese aped from the Communist system and 
who testified in essence that the Communists feared the implementa- 
tion of this idea probably as much as anything because such free units 
would disarm the Communists of their power of control over their 
own military forces. 

Last February 4, Senator Richard Russell, chairman of the Senate 
Armed Services Committee, indicated his interest and strong support 
in implementing these units under the Kersten amendment. 

Attached to this statement is the colloquy between Senator Russell 
and myself as a witness at that time in which he indicated his strong 
support of the military units. 

The American Legion at its national convention in 1952 adopted a 
resolution, No. 596, urging the immediate formation of these national 
military units stating in the resolution as follows: 

Whereas the creation of such military units would strike at the basic weakness 
of the Communist tyranny, by undermining its hold on the people it has enslaved 


and would tend to cause large numbers in the Communist-dominated armies to 
have a will to turn against their oppressors and fight for freedom rather than 
accept slavery. 

And, it was the opinion of the American Legion that, 

* * * the existence of such national military units of escapees would reduce the 
number of American troops required overseas, and in the event of war would 
be a tremendous aid to the United States and its allies, and would save the lives 
of many Americans in the Armed Forces of the United States. 

I think that last statement of the Legion is particularly important 
these days when the American people are becoming conscious of the 
problems of sending American boys all over the globe. 

It is true that anti-Communist forces must to stationed all over the 


globe. But certainly escapees from Iron Curtain countries who 
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want to participate in this defense should be entitled to participate in 
the national military units. 

I think the problem of putting the whole load on American boys is 
articularly highlighted in the last few days in the Girard case. 
‘hat case shows the many problems that arise with American person- 

nel overseas. I think American parents, American mothers are con- 
cerned about this problem. The deletion of the Kersten amendment 
at this time which provides substantial relief to American boys and 
American families, I think would be a grave mistake both domestically 
and internationally. 

I would like to point out the benefits of these units, briefly: they 
would be a help to the solution of the refugee problem. The massive 
escapes from Hungary raise the question whether permanent resettle- 
ment in the free world is the final answer to the problem of the con- 
tinuing and possibly even increasing numbers of refugees from Com- 
munist terror. 

The national military units provide a place and a positive purpose 
for freedom-loving and courageous military defectors. They also 
foreshadow the means by which the captive nations will be free of 
Communist rule and the desire for ese ape will cease and many of those 
who fled will want to return to their native land. 

They would be visible and understandable symbols of freedom to 
the people of the captive nations. Such units would provide a symbol 
for all the enslaved people of Central and Eastern Europe. They 
would be looked upon as manifestations of the legitimate and constant 
hopes and aspirations of the captive peoples and the nations they rep- 
resent. This would be accomplished by each unit being formed on 
national lines with identifying flags, chevrons, arm patches, such as 
Polish units, Hungarian units, Czech, Slovak, Ukranian and even 
Russian units. 

They would be rallying points for military defection. The units 
would serve as rallying points to attract persons of military age behind 
the Iron Curtain, including those already inducted into the Com- 
munist controlled military forces or about to be. Every Communist- 
bloc individual of military age who escapes to the free world and is in- 
ducted into the national military units represents a net gain of two for 
the free world. 

They would be a deterrent to Communist military aggression. They 
would serve as a deterrent to war because of the effect they would have 
on the morale of the Communist military forces. Properly exploited, 
the mere existence of such national military units could create real 
problems for the Communist political and military apparatus and 
render it extremely unsafe for military offensives. 

Capabilities for substantial wartime desertions and surrenders to- 
gether with significant behind-the-lines insurrection can accrue if such 
units are developed and their establishment properly exploited. 

While the initial value of the units would be chiefly their psycho- 
logical impact on the satellite and Soviet forces, in the event of war, 
in addition to missions as part of United States or other NATO con- 
ventional forces they would have a peculiar value in essential specific 
operations behind the lines. Knowing the language, traditions, and 
terrain of their homelands they could rally and strengthen local re- 
sistance and blockade the enemy’s lines of communication and supply 
and prepare the ground for other operations. 
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There would be an economy of American forces in Europe. The 
establishment of the national military units would largely contribute 
to the economy of American forces in Europe both from the point of 
view of manpower and from that of the maintenance cost which would 
be substantially reduced. 

They would promote Communist political- military disintegration. 
We have to prevent war, if possible, by disintegrating the capability 
of the enemy powers to wage war on a signific ant or dangerous scale. 
The greatest single means is to render them more distrustful of their 
own military forces. 

The major problem within the Communist empire is fear of the 
demands of the enslaved people for freedom. There is reason to be- 
lieve they are more afraid of their own people than of atomic attack. 
The national military units would stand as the symbol for freedom 
for their own people ‘and thus hasten the process of political-military 
disintegration of Communist control. 

The source of the Communist threat to world peace rests in their 
control over extensive armed forces, together with supporting political 
police. While there is a mass of ev idence of potential defection from 
these armed forces, the Communist control of them is as yet uncon- 
tested by any effective magnetism from the free world. 

The establishment of the national military units will provide the 
visible and tangible mechanism to activate this potential defection so 
that freedom-starved men of the captive armed forces may escape from 
the ranks of slavery to join the ranks of liberty. 

Therefore, the target of the free world should be to disrupt and even- 
tually destroy Communist contro] over all the armed forces of the en- 
slaved nations. 

The amendment, which was passed both by the House and the Senate 
without dissent and has been since its original enactment six times re- 
affirmed, was intended to achieve precisely this. 

It provides the President with authority to draw on the potential 
for freedom from behind the Iron Curtain which consistently, for a 
long time throughout the Soviet orbit and recently in Hungary, Po- 
land, and elsewhere, has been so dramatically illustrated. 

The final question that I wish to put in this matter, I think it is a 
question that concerns all of us: How should the free world cope with 
the ever-increasing armed forces of the Communist orbit ? 

We have several alternatives. Shall we rely on disarmament nego- 
tiations or agreement with the Communists? The Communists have 
never disarmed since they came to power in Russia in 1918. They have 
used disarmament talks as a screen and ruse for their military build- 
up. This was dramatically illustrated in Korea and in other im- 
portant situations. 

Secondly, the other alternative is, engaging in an arms race with 
the Communists. Isthat the alternative ? 

This would eventually reduce us to a garrison state and ultimately 
we would be obliged to devote the major part of our economy to an 
ever-increasing costly military defense. 

There is the third alternative to avoid war. That is, by a <lirect 
appeal to the armed forces behind the Iron Curtain to see k freedom 
from Communist Party control. The continuous history of attempts 
at militarv defection from Communist Party control by their armed 
forces makes this the most promising course to avoid the Communist 
purpose of setting humanity in war against itself. 
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There are a significant number of dramatic episodes of military 
defection, to take just a few of them: The massive surrenders of So- 
viet troops to the Nazis in World War IJ; the refusal of Red Chinese 
POW’s to return to the Red lines in Korea; the shifting of the mili- 
tary in little Guatemala from support of the Communist government 
to the support of the revolutionary free forces; and the refusal of 
military personnel to return, the complete defection from the Com- 
munists of the Hungarian army in the Hungarian revolt; the support 
of that revolt by even some Soviet troops; reliable information com- 
ing from the Ukraine indicates that large percentages of the military 
in the Ukraine were anxious to join the Hungarian revolt. All of these 
examples indicate that this is the most promising field by which to 
avoid war and to disarm the Communists. 

They can be disarmed by taking away the will of their own military 
to fight for the Communist Party. History has shown that they 
‘cannot be disarmed of their weapons by negotiations with Communist 
leaders. 

The most promising field therefore and the most promising alterna 
tive is the appeal to the military, because no true soldier wants to fight 
and die for communism. 

Another example of interest is the recent episode in Rumania, as re 
ported in the exiled Rumanian press: 

Many deserters from the Soviet troops of occupation are hiding as best they 
ean in Rumania, especially in towns such as Bucharest, Galatz, Satu-Mare, and 
so forth. The Soviet military authorities have discovered an important group 
of them in Fagaras, but most of the deserters in this group were able to escape 
in time, thanks to the complicity of the Rumanian population and, above all, 
the peasants. 

The mere existence of the Kersten amendment in the mutual secu- 
rity law, even though not implemented, is a grave worry to the Soviet 
Union. The U.S.S. R. should not be relieved of this worry and uncer- 
tainty. The repeal of the amendment would be a great relief to the 
Kremlin. It would also be a final death blow to any hope of peaceful 
liberation for people behind the Iron Curtain. It would leave them 
nothing but the stark alternative of a completely unsupported armed 
revolt as in the case of Hungary, with the abject and hopeless accept- 
ance of incorporation into Communist military forces to be used ulti 
mately as instruments of massacre and world conquest. 

I think you will agree with me that that which worries the Commu- 
nists aids our security and may help to reduce taxes and the threat of 
war. It would also help to preserve our Nation. The repeal of this 
amendment would be an absolute assurance to the Communist Party 
of the U. S. S. R. that they can with impunity use the armed forces 
behind the Iron Curtain for aggression anywhere in the world. 

I might say in closing that this amendment having been on the books 
now for 6 years I know has had a great deal of very serious study by 
both administrations, topside study, I might say. I know there is a 
great deal of support for this amendment in various places in the exec- 
utive department. I also know there is a great deal of opposition. 
But the opposition. I know, from having been in the White House for 
8 months. is from that type of thinking in second echelon operative 
levels which recommends that we coexist with the Communist Party. 
This is appeasement of Communist power. It will do nothing to 
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break up Communist power from within. Such negative thinking is 
why this amendment has not to date been implemented. 

I believe if it has the continued support of Congress again by con- 
tinuance when it is under challenge, there will be a good c hance it will 
be put to use to help break up Communist military power without war. 

I thank you gentlemen for your patience. 

Mr. Carnauan. We thank you, Mr. Kersten. We want to pay 
tribute to you for the excellent and effective work that you did in con- 
nection with the Kersten amendment while you were a Member of the 
Congress. 

I believe you pointed out that the amendment states that “ not to ex- 
ceed $100 million of the funds available under this section,” and the 
executive department would also have the privilege of determining 
whether or not the funds were available ¢ 

Mr. Kersten. That is right, Mr. Chairman. It is permissive, and 
it is not an additional appropriation. There is no economy in its de- 
pletion. 

Mr. Carnauan. Would you care to comment, or would you think 
it would be appropriate to comment regarding the implementation of 
the amendment ? 

Mr. Kersren. I think if Members of Congress and particularly 
those from this committee, who are the most knowledgeable in mat- 
ters of foreign affairs, would take up the question as to how we are to 
deal with Communist armed forces, in the several alternatives pre- 
sented here, they would inspire much support for the implementation 
of this amendment to shake the loyalty of the armed forces behind the 
lron Curtain to Communist control. 

I think renewed support in Congress would go a long way toward 
implementing the amendment. I notice the Secretary of State will be 
a witness before this committee next week. I know he has been ques- 
tioned about this amendment before. 1 know that when he was before 
the Senate committee, joint committees last February, Senator Rus- 
sell questioned the Secretary of State about it. 

I don’t think that there was an explicit answer at the time. I think 
that reasons why the amendment is not implemented should be brought 
forth by the State Department and made concrete. I think it will be 
found that the true reasons why the amendment is not implemented 
is because it would tend to break up the structure of Communist power 
from within. And there are certain people in the executive depart- 
ment, neither Republican nor Democrat, it is not a matter of party, 
but certain professional diplomatic thinking that holds that we should 
not do anything “to interfere in the internal affairs of the people's 
democracies,” and who feel that this does tend to interfere in the Com- 
munist control of these countries. 

I think it is largely on that basis that the implementation of the 
amendment has been stopped. The Kersten amendment is not an in- 
terference in the internal affairs in the “people's democracies.” It 
is the Communist Party which has interfered in the internal affairs 
of all of these captive countries. Anything that we would do to as- 
sist them to regain their freedom would be in defense of the principle 
of noninterference. 

To say that the use of this amendment is “inter ference” would be 
like the burglar throttling a victim in his home and a friend of the 
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person who is being assaulted appears at the window, and the burglar 
would shout out, “Do not interfere in the sanctity of this home.’ 

That is what the Communists are doing—just like the burglar. And 
I believe the professional diplomatic thinking which holds this is in- 
terference is much in the same line. 

I see Mr. Vorys is here this morning. I know that he defended this 
amendment when it was first challenged by Vishinsky. I think that 
at one time, and maybe perhaps still, there might be some who ques- 
tion the phrase, “help to people residing in.” I do not question it 
but some do. 

To delete that phrase at this time would be to show that we do not 
care to give any help to people who are residing in these captive coun- 
tries. The people who are residing in these countries who need help 
represent the nation. They are the majority of the people. They 
are in conflict with the Communist Party. Anything that we can do 
directly or indirectly to help the people residing in those countries 
is in line with peaceful liberation. 

I don’t think we should depart from that policy. Any departure 
from that policy would be appeasement. It would also be a big let- 
down to the enslaved people. 

Mr. Carnanan. Mr. Vorys. 

Mr. Vorys. I am glad to see you back, Mr. Kersten. You mentioned 
my oo se of your amendment against the attack of Vishinsky in the 
U. N. Assembly. 

Mr. Kersten. I remember you called him an “old goat”, I believe, 
John, among other things. 

Mr. Vorys. I said that he was a villainous old goat, but I didn’t 
say that to his face. 

You are perfectly right about the question involved in the words 
“residing in”. Curiously enough, we didn’t catch it in the House, the 
Senate didn’t catch it, the State Department didn’t catch it, but Vi- 
shinsky and company caught it. 

He made quite a play about that in the United Nations Assembly in 
1951. And, fr: ankly, in our defense of the Kersten amendment, in- 
stead of talking about the rest of the Kersten amendment, we had to 
talk about that part which when spelled out looked as if we were go- 
ing to arm revolutionaries right in the Soviet Union and say, “Well, 
we didn’t mean that. That isn’t what was intended.” 

The significant thing about this in 1951 was, as I say, that we had 
all overlooked it but the Soviets hadn’t, and made the point, and filed 
a resolution in the U. N. charging the United States with aggression 
toward a friendly state. I won’t go into all the reasons why it was a 
phony charge, and we defeated it, but Vishinsky got up and quoted 
testimony, yours and mine, given in this committee room at a night 
session. Do you remember we had a night session ? 

Mr. Kersten. I recall that. 

Mr. Vorys. Somebody said, “Why not put these people into, en- 
list them, in the Armed Forces of the United States?” And I said, “If 
you do that we have to give them American pay, uniforms, and so 
forth, whereas if they would be in their own national units they might 
be on a different pay and uniform scale.” 

Vishinsky then said, “You see, Mr. Vorys wants to create some 
Hessians to fight for the Wall Street monopolists but to fight cheap.” 
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In any case, in previous years, we have defended this thing two or 
three times in the United Nations. But those words created the em- 
barrassment. Rather than merely take those words out, the thing has 
been left in year after year. As to the consideration of why it was 
left out this year, I don’t know. 

It seems to me that we want to authorize something along this line. 
We have never found, as a practic “al matter, that these nationalist 
escapee units could be worked into the NATO forces. At least, so 
far that has never been a success. That doesn’t mean that we should 
give up trying. I want to thank you for coming. 

Mr. Kersten. Mr. Vorys, John, I would like to respond briefly to 
your statement, if I may. Having been the author of the amendment, 
and while in Congress I was n: iturally very much interested in its im- 
plementation, I would like to state that at one time I understood there 
was said to be objection to the implementation of this amendment in 
Germany, from the German Government, which rather surprised me. 
I took occasion within several months thereafter, when I was in Eu- 
rope: to have a talk with Chancellor Adenaur. I explained to him the 
purpose of these units, and from the start he was enthusiastic for the 
idea, and stated his firm support of the idea. So it was rather amaz- 
ing to me that the word should have come back from there that he 
was against it. 

I report this only because of the apparent misinformation that came 
back. Other similar instances indicated that many people were for 
the implementation and many people were against it. And those who 
were against it, I think, perhaps at times may have used devious means 
to delay its implementation or to block it. I think if there were a 
firm purpose to implement these national military units, they could be 
put through. It is true they would be an economy, but they would 
be more than that. They would help to break up Communist power. 

If America were taken over by the Reds, and American boys were 
under Red marshals, and there were small American units in Mexico 
or Canada set up, broadcasting the existence of those American ne 
into the United States, into a Soviet America, it would do a great de: 
to attract those boys away from Communist. Party control. And . 
a substantial extent this same thing would be true of the armed forces 
in all the captive nations. 

I think the words “residing in,” while they do furnish the Com 
munists with an argument, one might say, of interference or doing 
something about the situation internally in these « ountries, conversely, 
they give hope to the people of these countries. That, I think, is more 
important. I think we should not be af fas of freedom. I think we 
should have faith in the forces of freedom. I think we should do what 
we can directly or indirectly to support the people residing in those 
countries if and when the time comes that can be done, because in that 
way I believe classic frontal all-out warfare can be avoided. 

Mr. Carnanan. Do you feel very strongly, if the amendment should 
be reinstated in the bill, that “residing in? should remain in the lan- 
guage ? 

Mr. Kersten. I feel so very strongly, Mr. Chairman, because to 
strike it out would be backing down in the face of Soviet attack, and 
very recent Soviet attack, as I pointed out in the recent New Times 
magazine where they attack the amendment in their lead editorial in 
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March of this year. It would be backing down under Communist at- 
tack. 

Mr. Carnanan. Dr. Morgan. 

Mr. Morcan. We are glad to welcome you back again. Did you 
testify in Februavy in front of the Fulbright committee ? 

Mr. Kersten. It was in front of the joint committee of the Senate 
that was hearing the President’s proposal on the Middle East policy, 
the Armed Services and Foreign Relations Committee of the Senate. 

Mr. Morean. At the time of that testimony you had no information 
that your amendment was to be removed from the mutual security bill 
of 1957. 

Mr. Kersten. That is right. It was after that testimony that a 
strong Soviet attack came, and then following the Soviet attack there 
se emingly, just coincidently, there was a deletion of the amendment 
from the new administration bill. 

Mr. Morcan. You haven’t testified before the Senate Foreign Rela- 
tions Committee on the mutual security bill? 

Mr. Kersten. No. 

Mr. Morean. Mr. Kersten, can you tell us in more detail why you 
think your amendment has never gained any momentum in the last 
6 years? 

Mr. Kersren. I think it has gained a certain amount of momentum 
from the very start, but it never got enough momentum to put it into 
final accomplishment. I think the reasons have been several. I think 
among those reasons have been the several conferences that we have 
had with the Communist leaders. Whenever one of those conferences 
has come up, seemingly, we have been disposed not to do anything to 
embarrass the Soviets. 

The implementation of this amendment would, I think, be a grave 
embarrassment to the Communists, to set up these national military 
units which would symbolize the freedom of the captive nations. Just 
a few days ago we heard Khrushchev on national TV. He talked about 
the American claims of liberation and cynically asked, “What does 
‘liberation’ mean?” He, like all Communists, is constantly reversing 
the meaning of the terms “slavery” and “freedom.” So that one of 
the reasons has been a desire not to embarrass the Communist leaders. 

Then the other major reason comes from the thinking of that type 
of professional career diplomat in our executive department through 
two administrations, through both the Democratic and Republican. 1] 
don’t believe they are either Republican or Democrat, particularly, that 
professional attitude which does not want to interfere within the Com 
munist periphery. It is the same type of thinking that didn’t want 
us to interfere behind the lines in Korea. It is not a party matter at all. 
It is a matter of basic philosophy which doesn’t understand Com 
munist power for what it is, that is, an evil power. It is a type of 
philosophy that recognizes the Communist Party as government. 
which, when recognized holds. We can do nothing to interfere with 
this recognition of Communist governments. 

That is that type of thinking, Mr. Chairman. 

Mr. Morecan. Mr. Kersten, I was interested in the propaganda pam 
phlets you presented to the committee. I was particularly interested 
in the one in the New Times, where they compare the record of the dis- 
tinguished member of this committee from Michigan with your record 
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in your fight against communism. I certainly want to stand behind 
my distinguished friend from Michigan. I know you did a good job. 
Mr. Bentley will carry on for you. 

Is this magazine published 1 in this country ? 

Mr. Kersten. It is published in Moscow, as is indicated in the left- 
hand column. It is published in Moscow and printed in nine different 
languages and sent throughout the world. It 1s an intellectual weekly 
magazine, published by the Communist Government in Moscow. 

I certainly want to reiterate what you say about my former colleague, 
Congressman Bentley. I feel that it is an honor to be joined with him 
in this Soviet attack in this recent editorial in the New Times. 

Mr. Morcan. Mr. Kersten, I think that your amendment should be 
put back in the mutual security bill in 1957. In 1951, I was not too 
much impressed with it. I think maybe I opposed it on the floor. But 
IT certainly have felt it has had a great value in the past 5 years. 

Mr. Chairman, that is all. 

Mr. Carnau An. Chairman Gordon. 

Chairman Gorvon. No questions, Mr. Chairman. Thank you. 

Mr. Carnanan. Mr. LeCompte. 

Mr. LeComrre. Thank you, Mr. Chairman. I do not have any ques- 
tions. I would like to ask you this off the record. 

( Discussion off the record. ) 

Mr, Carnanan. Mr. Fountain. 

Mr. Fountarn. No questions, Mr. Chairman. 

Mr. Carnauan. Mr. Bentley. 

Mr. Bentiey. Thank you, Mr, Chairman. Mr. Kersten, as a fol- 
lower of yours in Congress, according to the New Times, I am de- 
lighted to see you here and commend you for your statement. I think 
it appropriate, Mr. Chairman, to call attention of the committee to the 
fact that in this revised committee print of June 6, the amendment 
as stricken appears on page 41, for the purpose of identifying it when 
the bill is to be considered. 

Mr. Chairman, I have several questions regarding the implementa- 
tion of this thing. But, to be perfectly frank, 1 don’t think they 
should be asked in open session. Therefore, I am going to defer them 
at this time. Perhaps, when we have the military witnesses before 
us, we can discuss it further. I don’t think the question of what 
efforts may have been made in implementation belong in open session. 

[ think one point, Mr. Kersten, that should be made, and wasn’t 
emphasized too much in your statement, is in the fact that during 
the Korean war, when a large number of Red Chinese POW’s rejected 
their opportunity during repatriation to return to Red China, and 
were presumably removed from South Korea to F ormosa for incorpo- 
ration into the Nationalist Army there, that that action in effect imple- 
mented exactly what you have in mind; am I right? 

Mr. Kersven. I think so. 

Mr. Bentiry. Wasn’t that an exact parallel with what you have 
in mind ¢ 

Mr. Kersten. I think the principle was definitely implemented 
there. 

Mr. Benviry. In other words, the implementation, regardless of 
what may have taken place in other areas of the world, was carried 
out to a very considerable extent by our own Government with re- 








426 MUTUAL SECURITY ACT OF 1957 


spect to these Red Chinese who were deserters or prisoners of war 
from their own army, who refused to return, and who were incorporat- 
ed into a force which in effect serves as a rallying point for free 
China. 

Mr. Kersten. Correct. 

Mr. Bentiey. I would like to ask just one question regarding what 
the possible consequences of the deletion of your amendment might be. 
It has been in the mutual security legislation since 1951. Would you 
agree with me that, if it were now deleted, for all intents and purposes, 
the psychological effect would be greater than if it had never been 
included in the first place ¢ 

Mr. Kersten. I certainly think that is correct. It is like holding out 
a hope to people for a long time that we intend to do something when 
the opportunity arises, and we spell out something, as we did in this 
law, and then, when we withdraw it, that would symbolize, I think, 
a very major abandonment of hope for the enslaved people. 

Mr. Bentiey. Did I understand you to say, Mr. Kersten, that you 
have no explanation as to the reason for the suggested deletion of this 
amendment at this particular time ¢ 

Mr. Kersten. I don’t think I understood the question, Mr. Con- 
gressman. 

Mr: Bentiey. Did I understand you to say that you have no ex 
planation for the suggested deletion of this amendment at this par- 
ticular time ? 

Mr. Kersten. I know of no reason why it should be deleted at this 
particular time. Certainly there is no element of economy involved 
here because, as I pointed out before, the $100 million is not an addi- 
tional appropriation but is from what funds are appropriated. I think 
the proposed deletion, coming as it does, following a very strong Soviet 
attack, following even Khrushchev’s broadcast of last Sunday, in 
which he derides the American idea of peaceful liberation of the cap- 
tive nations, I think it would be abject appeasement. 

Mr. Vorys. Would the gentleman yield? Are you familiar with the 
reasons given for the deletion of the 1: anguage by the executive branch, 
which are as follows? 

Mr. Kersten. I could say that I talked to Mr. Herter and he gav 
me his reasons. 

Mr. Vorys. This explanation says: 

Third, paragraph (2) repeals the second sentence of section 401 (a), which 
relates to peoples of specified Communist-dominated countries or areas, for the 
reason that all of the authorities provided in that sentence are now provided in 
other more recent provisions of the act (notably sec. 401 (c), sec. 405 (d), and 
the other provisions of sec. 401 (a) ), and thus the sentence is unnecessary dupli 
eation. Furthermore, the sentence sets a permanent ceiling on the amount 
which may be used thereunder for escapees, whereas section 401 (c) does not fix 
such a ceiling. This could raise a question, when funds are used for escapees 
under section 401, whether such use should be deemed to come under the second 
sentence of section 401 (a), and thus be charged against the ceiling, or should 
be deemed to be under the authority in section 401 (c) or the other provisions 
of section 401 (a), and thus be free of such a ceiling. 

Paragraph (3) deletes subsection (b) of section 401 as obsolete, since no new 
funds are requested thereunder, and renumbers subsection (¢) as subsection (b) 

Mr. Bentiey. If I can answer that, for a moment, there is, in this 
revised print, no 401 (c) 

Mr. Vorys. It states that: 
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Paragraph (3) deletes subsection (b) of section 401 as obsolete, since no new 
funds are requested thereunder, and renumbers subsection (c) as subsection (b). 

Mr. Bent ey. I will tell you what the funds are to be used for under 
subsection (b): “Programs of information, relief, exchange of per- 
sons, education, and resettlement. + 

There is absolutely nothing in the new subsection (b) for the units 
for the North Atlantic Treaty Organization. 

Mr. Kersten. I would like to say, Mr. Chairman, that Mr. Bentley’s 
comment is absolutely correct. I took that up with Mr. Herter about 
10 days ago. Mr. Herter advised me, in substance, what the committee 
report quoted by Mr. Vorys has just stated, that these matters were 
taken care of in another section of the bill. 

[ pointed out to Mr. Herter that the other section of the bill did not 
provide for military units, which Mr. Herter readily admitted. Mr. 
Herter stated—I don’t want to speak for him—but he went on with a 
further explanation about that. 

I think the paragraphs quoted by Mr. Vorys from the report are not 
correct in stating that these matters are taken care of by other sections 
of the bill. There is nowhere in the bill any provision for the establish- 
ment of military units from escapees. There is only the provision for 
taking care of escapees on a social-welfare basis, resettling them, and 
giving them aid. This does nothing substantially to hold up the hope 
of means of peac eful liberation. It is a much lesser thing. 

Mr. Bentiey. Mr. Chairman, I imagine my time has expired, but 
might I have one more question ¢ 

Mr. Carnawan. You may. 

Mr. Bentiey. Mr. Kersten, just one more question. There has 
been a tremendous problem presented in the last several months to 
the United States and the free world because of these Hungarian 
escapees that came into Austria and other countries in such large 
numbers. If there had been an active implementation of your pro- 
gram in existence last fall, would you have any estimate as to the pos- 
sible number of Hungarian escapees that could have been incorporated 
into such a military unit and therefore not have been the problem 
from the st andpoint of immigration elsewhere ? 

Mr. Kersten. Mr. Bentley, I certainly think that a very substantial 
percentage, and my off-the-cuff guess would be at least 25 percent 
would be a conservative number of those who esc aped, could have been 
incorporated into such units. 

Tf, in addition to a Hungarian unit, we had a Polish unit, a Ukrain- 
ian unit, 2 Russian unit, I think the blood bath in Hungary might have 
been avoided or lessened, because the way things worked out on that 
occasion was that these armed forces were used as instruments of 
massacre. There were many instances of soldiers, groups in those 
armed forces, who rebelled at being used as instruments of massacre. 
If these units had been in existence at that time, they might have 
held out a positive, concrete symbol whereby these Red armed forces 
from all the areas might have fought in defense of the people against 
the Communists rather than to have been used as instruments of 
massacre against them. 

Mr. Bentiry. Thank you very much. Thank you, Mr. Chairman. 

Mr. Carnaran. Are there further questions? We thank you very 
much. 
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We will now call Mrs. Albert E. Farwell, foreign affairs member, 
Washington Committee on Legislation, National Congress of Parents 
and Teachers. You may proceed, Mrs. Farwell. 


STATEMENT OF MRS. ALBERT E. FARWELL, MEMBER, WASHING- 
TON COMMITTEE ON LEGISLATION, NATIONAL CONGRESS OF 
PARENTS AND TEACHERS, ON BEHALF OF MRS. CLIFFORD N. 
JENKINS, CHAIRMAN, COMMITTEE ON LEGISLATION, NATIONAL 
CONGRESS OF PARENTS AND TEACHERS 


Mrs. Farwetu. I am Mrs. Albert E. Farwell, a member of the 
Washington Committee on Legislation for the National Congress 
of Parents and Teachers. I am submitting this statement for Mrs. 
Clifford N. Jenkins, national chairman of legislation. 

I am very appreciative of this opportunity to appear before you 
today to represent the National Congress of Parenis and Teachers, a 
volunteer group with over 1014 million memberships. 

The continued interest of our organization in the satisfactory de- 
velopment of the program of the United Nations Children’s Fund is 
well known to you. Americans—parents, teachers, and students 
alike—are concerned with the welfare of the children of the world. 

This concern is due not only to our desire to see all children every- 
where benefited by improved standards of health, nutrition, and edu 
cation but also to our firm belief that it is in our own enlightened 
self-interest to aid them in becoming healthy human beings. A sickly 
child is a burden all people share. These children are, in a sense. 
the futures of our children. 

We feel that the $11 million UNICEF request for fiscal 1958 is 
the minimum contribution needed to carry out this program which 
the United States has loyally supported since its inception in 1946. 

We have watched it grow from a program of finger-in-the-dike 
emergency aid to children, to a program of practical self-help, far 
reaching in its effect on the world’s children and mothers. 

We think it very likely that the world’s fathers have appreciated 
it, too, as they watched the improvement in the health and welfare 
of their families. 

This program seems to us a valuable means of making our good 
will apparent in a world still torn by international strife and tension. 
Such tensions, we feel, only increase the need for widespread under- 
standing of slow, long-term, self-help programs which build the 
foundations of peace. 

We doubt if there is any program which, at such little cost, would 
better convey to the world our sincere desire to alleviate sickness and 
hunger. For these reasons we have supported and will continue to 
supnort the United Nations Children’s Fund. 

May we reiterate our support of the $11 million request, pointing 
out that we, as an organization, are reaching for the 11 million mark 
in membership even as we are asking for an $11 million United States 
contribution to UNICEF. This intensifies our conviction that all 
children are our children. wherever they mav live. 

Mr. Carnanan. Thank you very much. Mr. Gordon. 

Chairman Gornvon. No questions, Mr. Chairman. 


Mr. Carnanan. Mr. Vorys. 
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Mr. Vorys. That is a fine statement, Mrs. Farwell. It is an excel- 
lent summary of an excellent institution. You mentioned that you 
have watched it grow from a program of finger-in-the-dike emergency 
aid to children, to a program of practical self-help, far-reaching in 
its effect on the world’s children and mothers. 

We on this committee—I think it was originated in this room—that 
it was here that the legislation for UNICEF had its growing pains. 
There were some angles and actions that some of us didn’t quite ap- 
prove of. But that is all cleared up. I think it is a great organiza- 
tion. 

While it is dangerous to attempt to prophesy, I think that I can 
assure you that you are going to get the money. Thank you very 
much. 

Mr. Carnanan. Dr. Morgan. 

Mr. Morgan. No questions, Mr. Chairman. I want to assure Mrs. 
Farwell that I am going to support the $11 million figure. 

Mr. Carnauan. Mr. Fountain. 

Mr. Fountratn. No questions, Mr, Chairman. 

Mr. Carnanan. Thank you very much, Mrs. Farwell. You have 
been very helpful. 

Our next witness is Mrs. Annalee Stewart. Mrs. Stewart, you may 
take the chair. Mrs. Stewart is the legislative secretary, United 
States Section, Women’s International League for Peace and Freedoin. 

Mrs. Stewart, you may proceed. 





STATEMENT OF MRS. ANNALEE STEWART, LEGISLATIVE SECRE- 
TARY OF THE UNITED STATES SECTION, WOMEN’S INTERNA- 
TIONAL LEAGUE FOR PEACE AND FREEDOM, ON BEHALF OF 
MRS. RAY McCORKEL, LEGISLATIVE CHAIRMAN, SWARTHMORE 
BRANCH, WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND 
FREEDOM 


Mrs. Stewart. Thank you, Mr. Carnahan, and members of the com- 
mittee. I am the legislative secretary of the United States section 
of the Women’s International League for Peace and Freedom, and am 
director of our legislative office at 214 Second Street NE., Washington. 

I am submitting a statement for Mrs. Roy McCorkel of Swarthmore, 
Pa., who prepared the statement but was unable to come. 

Mrs. McCorkel is legislative chairman of the Swarthmore branch 
of the Women’s International League for Peace and Freedom. Our 
organization is one of the nongovernmental organizations which, un- 
der article 71 of the United Nations Charter, has consultative status 
with the Economic and Social Council of the United Nations. We also 
have this status with the United Nations Educational, Scientific, and 
Cultural Organization, the Food and Agriculture Organization, and 
with the United Nations Children’s Fund. 

Founded in 1915 at The Hague, with Jane Addams, renowned social 
worker as its first president, the league has had sections in a number 
of countries from its birth. League members have always been in- 
terested in creating peace and conditions of freedom among peoples 
and nations. They have worked for machinery to settle interna- 
tional disputes and for agreements to disarm universally. But they 
are equally concerned in providing the social and economic conditions 
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necessary for peace with justice. From our European and Asian mem- 
bers we have personal knowledge of the “historic struggle for a new 
freedom” about which the President spoke in his second inaugural 
address: 

freedom from grinding poverty. Across all continents nearly a billion people 
seek, sometimes almost in desperation, for the skills and knowledge and assist- 
ance by which they may satisfy, from their own resources, the material wants 
common to all mankind. 

Since World War II my family and I have had the privilege of liv- 
ing abroad for two per iods. 

Mr. Vorys. This is Mrs. McCorkel’s statement ? 

Mrs. Srewarr. Yes, that is right. I thought it would be easier to 
give it this way than in the third person. 

My husband was director of CARE for southern Europe from 
1949 to 1951, and, later CARE mission chief to India, 1954-55. As 
representatives of a voluntary agency distributing at first relief pack- 
ages and later surpluses and tec hnical assistance items, such as plows, 
tools, hospital equipment, we were in a position to meet many people 
from countries recipients of United States foreign economic aid and 
to hear firsthand reactions to this program. We saw many projects, 
especially in India; and among our close friends were American per- 
sonnel administering these programs. 

On all sides we found great appreciation for economic aid coming 
from the United States, both voluntary and governmental: aid that 
often made the difference between life and death, between continu- 
ing at an unbelievably low economic level and beginning to build to 
higher levels. One of our chief tasks was to try to dispel peoples’ in- 
eredulity. “Why should a country so wealthy and so far away care 
about us?” 

It would have been extremely helpful to have had at hand the re- 
ports prepared for the President, for the Special Senate Committee 
To Study the Foreign Aid Program and for the House Committee on 
Foreign Affairs this year, all of which seem to agree that the reason 
for economic aid to underdeveloped areas is not to win allies or even 
friends, but to undergird new countries who are trying to help them- 
selves. The study made by the International Development Board said: 

Our prime concern for the underdeveloped nations, our prime reason for help- 
ing them, is our hatred of war and our resolve to diminish the causes for war 
at the earliest possible stage. 

That answer would have been very fine for the young Turkish Army 
officer who said to my husband on a plane one day, “For the life of us, 
we can’t decide whether you are giving us aid because you love us or 
because you hate the Russians.’ 

With the policy of the Women’s International League for Peace and 
Freedom in mind, backed by my own experience, it is with great 
pleasure that I come to testify for them that the new trends in foreign 
aid this year seem to be altogether in the right direction. I refer to 
(1) the separ ation of the military and the economic aid program; (2) 
letting economic aid stand on its own feet to be dispensed wherever 
there is need and there is a possibility of good use, whether in friendly 
or neutral countries; (3) the long-term planning and substitution, in 
large part, of loans for grants; and (4) the continued support of the 
United Nations technical assistance program—the multilateral ap- 
proach. 
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league members are highly appreciative of the serious effort which 
all concerned with foreign aid have made to study the aid programs 
this year. I have read many of these reports and I find it highly 
gratifying and I am sure you must as well, that there is so much agree- 
ment as to the need for continuance of economic aid and the trend 
which should be followed in the Mutual Security Act of 1957. 

The Women’s International League for Peace and Freedom has a 
long record of support for programs of foreign economic aid and de- 
velopment as well as for programs of technica] assistance. These pro- 
grams, the league believes, can best serve the needs of the receiving 
countries and remain free from political implications or prejudice, 
with less risk of such aid becoming a weapon in the cold war, if they 
are channeled through the United ‘Nations. A multilateral approach 
has a great advantage for those who, like the powers recently under 
the colonis al system, are suspicious of political strings in accepting 
aid from any one country. For some time, the league has been aware, 
through its members in other sections, as well as through the press and 
other usual sources, of the increasing pride and feeling of self-depend- 
ence of people around the world. The league welcomes this feeling 
of independence as the proper soil for democracy and freedom. Hence 
the league continues to recommend that an ever-increasing proportion 
of United States economic aid should be given and administered 
through the United Nations. However, as one of the first enthusiastic 
supporters of the point 4 program, the league is ready to acknowledge 
that bilateral economic aid programs have much to commend them. 

Indians greatly appreciate the fact that the United States was will- 
ing to give aid for development to a country which did not wish mili- 

tary ties to the West. Traditionally, there has been great admiration 
of the United States because its history started with a revolution, an 
uprising against. colonialism in 1776. I believe this admiration, which 
makes George Washington and Abraham Lincoln among the most 
revered Western heroes, extends throughout the new countries re- 
cently freed from their colonial bonds. Here is latent good will which 
has been strengthened where American personnel have practiced the 
social democracy and freedom from class and color prejudice which go 
with the best of our tradition in the United States. However, the 
military alliances the United States made, after the war, with the one- 
time colonial powers, and the military aid sent to the Far East against 
the wishes of some countries have undoubtedly placed the United 
States under suspicion. This comes partly from misunderstanding 
our motives and our position in the world, but this fear and suspicion 
are real factors with which to contend. 

A good friend of ours in the Indian Government wrote in the 
spring of 1954, “Please do come to see us in India before the growing 
tide of anti-Americanism makes it impossible.” The United States 
had just given military aid to Pakistan. This was greatly resented in 
India, for fear the guns would be used against her in Kashmir. 

Actually that tide of feeling was stemmed in 1955 and 1956 by fine, 
sensitive personnel in the diplomatic corps and by the willingness of 
our Government to give economic aid without strings. This aid in 
feeding needy groups, but especially in building wells and giving 
technical advice on dams, helped India to meet the schedule of her 5- 
year plan for the betterment of her people. I mention this personal 
experience, because I think it points up the importance of separate 
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economic aid and the great need of dispensing it as impartially as pos- 
sible among nations who have plans for social and economic better- 
ment and are working along democratic lines. India illustrates well 
the need for the economic development loan fund for which the Presi- 
dent asks; that is, India has already requested long-term loans for her 
second 5-year plan which she cannot wholly finance from her own 
taxes, taxes which exempt only incomes of under $200 and which are 
collected from only a million out of nearly 400 million because of the 
low-income level for the average person. 

For years the league has favored the separation of economic and 
military aid, and we are gratified that there is this year so great agree- 
ment among experts and American citizens with this point of view. 
We agree with other nongovernmental organizations that economic 
foreign aid should be authorized on a continuing basis until repealed 
by act of Congress and that it should be provided primarily through 
loans and closely tied in with technical assistance. We approve thor- 
oughly the economic development fund to finance projects and pro- 
grams which promise sound development and believe that when re- 
paid the money should be available for future lending either in dollars 
or foreign currencies. We feel that authorization of a fund for fiscal 
operations for 3 years is a minimum for such a reasonable experiment. 
We are opposed to making the needs of others an instrument of United 
States foreign policy. Enlightened self-interest requires that human 
needs be considered ends in themselves and not as a means to achieve 
foreign policy aims. Hence, we hope that as the President has asked 
the proportionate contribution to the United Nations Expanded Pro 
gram of Technical Assistance will be phased over several vears and not 
fall below 45 percent for fisea] 1958. 

We hope further that any savings from cuts in foreign military aid, 
which are most desirable, will be devoted to technical cooperation as 
the President intimated some months ago. Though we applaud and 
would encourage the use of the special assistance fund for malaria 
eradication, we are strongly opposed to the use of any of this money 
to implement the E isenhower Doctrine in the Middle East and else- 
where. We would like to see the multilateral, nonmilitary programs 
continued: UNETAP, refugee (UNREF), migrants, escapees, chil- 
dren’s welfare (UNICEF), and the atoms-for-peace programs. We 
enthusiastically support the proposed plans for the Special United 
Nations Fund for Economic Development, known as SUNFED. We 
agree wholeheartedly with the President when he said: 

There is, however, only one sound way for us to achieve a substantial tax reduc 
tion. That way is to succeed in waging peace, thereby permitting a substantial 
cut in heavy military expenditures. 

But we believe that a heavy cut in military expenditures and its di- 

version to economic aid is a major way to succeed in waging peace— 
thus helping to create the foundations of peace and freedom. 

Mr. Carnauan. We thank you, Mrs. Stewart, for bringing the 
statement of Mrs, McCorkel. Do you have anything you would like 
to say, any further comment ? 

Mrs. Stewart. No, I think not. You have been very gracious, I 
think, in your committee in giving such ample time to or ganizations 
to express themselves. We appreciate that very much, because we are 
greatly concerned, as many other organizations, and as you of the 
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committee are, in getting the best kind of program to meet the needs 
of people around the world. 

Mr. CakNAHAN. You are very kind. Are there questions or com- 
ments from any of the members / 

Mr. Vorys. I have a question. Mrs. McCorkel has a sentence in her 
statement which just isn’t right. It is on page 3. I think I know 
what she means: 

Mnlightened self-interest requires that human needs be considered ends in them- 
selves and not as a means to achieve foreign-policy aims. 

I think that she means that the relief of human needs be considered 
ends in themselves. Human needs aren’t ends in themselves. 

Mrs. Stewart. It is meeting human needs. 

Mr. Vorys. It is meeting human needs. Furthermore, we have to 
consider foreign-policy aims. I am coming back to one other thing 
she said, “to try to dispel people’s ine redulity. * “Why should a coun- 
try so wealthy and so far away care about us?” 

If we say, “It is just because we love you so much,” they don’t believe 
us. That has been proven when we run around the world trying to 
make out how generous and humanitarian we are. People say, “There 
is a gimmick to this.” 

Furthermore, and I have argued this with witnesses here, I believe 
that we have no constitutional right—Congress has no constitutional 
right—to be charitable with taxpayers’ money. We can bec tharitable 
with our own money, but we can’t force involuntary charity on others. 

However, if we say to the people around the world, “Didn’t you 
know that it is to the self-interest, the enlightened self-interest, of the 
United States to have you free and prospering,” they say, “How is 
that?” “Yes, we want you free, independent, and we want you to 
prosper. 

“Why do you want us to prosper? Just because we will fight 
better in a war?” 

“No, because the United States finds we do more business, we get 
along better with people, as they develop more; and, as you develop, 
that helps our economy and helps you.” 

So we have, to me, perfectly sound, enlightened reasons of foreign 
policy that serve our own interest to explain to people why we help 
them, and we can say: “It isn’t just because we love youso much. Our 
people have great hearts, but we are not doing this to try to buy your 
friendship or for mere charitable purposes. We are doing this in the 
long-term, enlightened self-interest of our country.” 

I think that is the way we ought to tell it all over the world, other- 
wise they will not believe us. 

I come back to the lady’s statement, “to dispel people’s incredulity.’ 
We have to point out why that is really in our own enlightened self- 
interest to help other folks. You see my point ? 

Mrs. Srewarr. I can’t answer exactly for Mrs. McCorkel. But 
would say that I think it has been well known that in many parts of 
the world the emphasis of our foreign policy has been preponderantly 
military rather than economic, and an examination of the budget 
through the years has indicated that. 

There have been many statements, Mr. Vorys, given to nongovern- 
mental organizations at our State Department briefings, in attendance 
at hearings and in various other ways, that have indicated that they 
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still intend to have a large proportion go for military-aid programs. 


There has been an emphasis on getting countries line d up in what our 
country calls the free-world bloc. The other side does the same in 
lining up allies or satellites. There has been quite a frank statement 
made by governmental leaders that we are giving some of these things 
because we feel that to have them on our side is an advantage. It has 
been said a number of times that if they are able to build up their own 
military defense, ulat would mean we would need to have less troops 
abroad. 

Our organization has, as I think you well know, supported through 
the years international cooperat ion at the economic and political level, 
but we have opposed programs of military aid and the buildup of 
powerful military forces around the world, because we have believed 
from the beginning that the burden of arms should be lifted from the 
whole world through a universal disarmament program and thus re 
lease the things that are going for a war, which our leaders say we 
don’t dare risk starting. We should use it instead for these other pro 
grams to help meet human needs. 

There is where I think we have put our emphi isis. That is why I 
believe she felt that our foreign policy, our aims, should be toward 
that kind of thing. I know that helping to raise standards of living 
is part of our foreign policy. But if we examine the proportion, wi 
feel a much larger proportion should go into the economic side and 
nonmilitary programs. 

Mr. Vorys. You try out my suggestion on Mrs. McCorkel on that 
one sentence of hers. 

Mr. Carnanan. Are there further questions or comments? If not, 
again, thank you very much, Mrs. Stewart. You have been a delighi 
ful witness. 

The committee will stand adjourned until 2: 30 this afternoon. 

(Whereupon, at 11:55 a. m., the committee recessed to reconvene at 
2:30 p. m.) 


COMMITTEE OF THE WHOLE ON INTERNATIONAL 
ORGANIZATIONS AND MOVEMENTS 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. Thomas 8S. Gordon 
(chairman) presiding.) 

Chairman Gorpon. The committee will come to order, please. 

At this time, we will resolve the committee into the Committee of 
the Whole on International Organizations and Movements to con 
tinue hearings on the mutual security bill. 

Mr. Carnahan, as chairman of the Subcommittee on International] 
Organizations and Movements, will preside over this afternoon’s 
meeting of the committee. 

Mr. Carnahan, will you take the chair, please ? 

Chairman Carnanan. Thank you, Chairman Gordon. We are 
privileged to have the Honorable Francis O. Wilcox, the Assistant 
Secretary of State for International Organization Affairs, with us 
this afternoon. We are indeed pleased that you can be with us at 
this time, and you may proceed. 


STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY 


FOR INTERNATIONAL ORGANIZATION AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Wintcox. Thank you very much, Mr. Chairman. 

[ appreciate indeed the opportunity of appearing before the com 
mittee in order to present the request of the administration for the 
United Nations expanded program of technical assistance and for 
the United Nations refugee program. 

I also appreciate the fact that I am being taken somewhat out of 
turn, Mr, Chairman, so that I might carry out my plans to attend 
the meeting of the International Labor Organization in Geneva on 
Monday. I thank you for the courtesy you have extended me. 
Chairman Carnanan. We are glad to accommodate you at this 
time. 

Mr. Wiicox. Dr. Martha Eliot, who has for a number of years 
represented us on the Board of the Children’s Fund, is here to pre- 
sent the request for that program. 

I have submitted Mr. Chairman, for your consideration, a pre 
pared statement about the technical assistance program. We would 
hike, with your permission, to put that in the record, and I think 1 
can summarize perhaps in 5 minutes the high points of that statement. 
If you wish I will proceed in that fashion. 

Chairman Carnanan. You may proceed as you desire. We will 
be glad to have you read the statement, if you care to ro it that way. 

Mr. Witcox. Perhaps I can read certain portions of 


. and omit 
certain portions, Mr. Chairman. 
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(The prepared statement is as follows :) 


Authorization of the amount of $15.5 million from fiscal year 1958 funds is 
requested as the United States contribution to the United Nations Expanded 
Program of Technical Assistance for calendar year 1958. This is the same 
amount as the Congress appropriated for fiscal year 1957. 

I realize that it is difficult to measure the effects of various aid programs. 
Many times the results are of an intangible nature. It is my personal convic- 
tion, however, that the United States gets more per dollar from this program— 
both in terms of practical results and good will—than we do from any other 
aid program in which we participate. 

The United Nations technical assistance program is carried out by the United 
Nations and the specialized agencies : 

Food and Agriculture Organization 

World Health Organization 

United Nations Educational Scientific and Cultural Organization 
International Labor Organization 

International Civil Aviation Organization 

International Telecommunication Union 

World Meterological Organization. 

These agencies provide experts, training, and a limited amount of equipment 
to underdeveloped countries at the request of the countries. Primary emphasis 
in the program is in the fields of health, education, and agriculture. Assistance 
is also provided in general economic surveys, industrial development, aviation, 
and telecommunications. 

As of January 1 there were approximately 1,500 experts assigned to various 
projects in 74 countries. Of these, 198, or 13 percent, were Americans. I 
should like to see that number substantially increased, but the task of finding 
qualified Americans who are willing to accept technical assistance assignments 
of this character is extremely difficult. 

The program is financed by voluntary contributions from governments to a 
central fund. 

Governments announce their pledges for the following calendar year at a 
pledging conference held annually. The Congress has stipulated that United 
States pledges should be made only on the basis of funds which have been ap- 
propriated. In order for a United States pledge to be made in October 1957 
for calendar year 1958, an authorization and appropriation of $15.5 million for 
fiscal year 1958 is therefore requested. 


REASONS FOR UNITED STATES SUPPORT 


We have strongly supported the United Nations program since its inception. 
Our continued support of the United Nations program is important for several 
reasons : 

1. Technical assistance to newly developing areas is in our national interest. 
It was established by the 8lst Congress as a major instrument of United States 
foreign policy in June 1950, in the Act for International Development. It was 
reaffirmed by the 83d Congress in the Mutual Security Act of 1954. These acts 
authorized United States contributions to technical assistance programs carried 
out by the United Nations and the Organization of American States as one means 
of implementing the policy established in the act “* * * to aid the efforts of 
the peoples of economically underdeveloped areas to develop their resources and 
improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills * * *”. Both the bilateral and multilateral pro- 
grams have the same objectives, and although they are different means, the 
ultimate goal is the same. 

2. Our role of leadership in the United Nations is strengthened by our con- 
tinued strong support of the United Nations technical assistance program. 
The program was undertaken at United States initiative and the United States 
has exerted a strong influence on the program from the beginning. Our willing- 
ness to make substantial financial contributions has been interpreted by other 
countries of the free world as evidence of our good faith in desiring to promote 
the economic development and well-being of underdeveloped countries. 

3. The U. S. S. R., after ridiculing the program for several years as an instru- 
ment of “United States imperialism,” apparently decided in 1953 that it was 
losing a valuable propaganda advantage because it did not support the program. 
It therefore offered 4 million rubles, equivalent to $1 million, to the United Na- 
tions program, but attached conditions which made its pledge unacceptable. 
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These conditions were removed, and the first Soviet contribution was accepted 
in March 1954. The Soviets have contributed the same amount each year since, 
and their satellites are now likewise contributing. A total of approximately 
$6,400,000 has been contributed or pledged by the Soviet Union and its satellites 
from 1953 to 1957. The international organizations involved were not able to 
ultilize any of these contributions until 1955, when approximately $300,000 was 
obligated ; approximately $1,700,000 was obligated in 1956, and projects have been 
approved which will utilize the balance of the Soviet and satelite contributions. 
The bulk of these contributions is being used for supplies and equipment. In the 
light of Soviet participation, it is more important than ever that the United States 
continue to support the program. 

4. Multilateral programs are less costly to the United States than bilateral 
programs because other governments share a part of the cost. In this program 
every dollar we spend goes roughly twice as far as it would if it were spent in 
bilateral assistance. 

5. The multilateral technical assistance program contributes to unifying and 
strengthening nations of the world through concrete, constructive, and fully 
cooperative activities. 

6. Multilateral technical assistance in some fields is sometimes more acceptable 
politically to underdeveloped countries than bilateral assistance. This is espe- 
cially true in some countries where the people and their governments are sensitive 
of their newly won independence. 


COORDINATION OF UNITED STATES AND UNITED NATIONS PROGRAMS 


Procedures have been developed for coordination of the bilateral and multilat- 
eral programs both at headquarters and in the field. There is close collaboration 
between the recipient countries, the United Nations mission and the United 
States operations mission in each country both at the planning and operating 
stages of technical assistance projects. Coordination arrangements are flexi- 
ble and adapted to local conditions. In the countries in which the United Na- 
tions is furnishing the largest amount of aid resident representatives have been 
appointed as coordinating officers to insure contact with both the host govern- 
ment and the United States mission. These resident representatives do not have 
line authority over the technical activities being carried out by the various United 
Nations agencies, but their responsibilities for coordination and overall plannng 
have improved relationships in countries where they have been designated. 
The small size of the United Nations program precludes the appointment of 
resident representatives in all of the countries requesting technical assistance. 


THE UNITED STATES CONTRIBUTION 


A proviso was included in the Mutual Security Appropriation Act for fiscal year 
1957, that the United States contribution for calendar year 1958 should not ex- 
ceed 3314 percent of the total program. The administration is requesting in the 
authorization bill language which will modify this proviso so that the United 
States can contribute 45 percent of the total program for 1958, rather than 33%, 
percent. 

The United States has been a strong supporter of the multilateral technical 
assistance program since its beginning in 1950. 

In the early years of the program the United States contributed 60 percent of 
total contributions to the central account. For 1950-51 this amounted to $12 
million. 

After the program was established we began to reduce our percentage gradu- 
ally and for 1956 our contribution was $14.5 million, or 50 percent of the total 
contributions. For 1957, the United States has pledged a maximum of $15.5 
million. The final amount of our contribution for fiscal year 1957 will be about 
49 percent. 

We can and should continue to reduce our share of the program, but we should 
do it gradually rather than precipitously. A reduction to 3344 pereent for 1958 
will mean a substantial reduction in the total program. On the other hand, if the 
United States reduces its percentage share gradually over a period of several 
years, we can expect other governments to continue to increase their contribu- 
tions steadily, so that the program can continue to operate at its present level. 
Even the current level will not adequately meet the requests for multilateral tech- 
nical assistance from underdeveloped areas or such newly developing countries 
as those of Africa. 
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There are urgent needs for such assistance which are unmet because requests 
exceed the financial resources of the program. Because of this continuing back- 
log of unmet needs, it seems important to the executive branch that the program 
should not be cut back but should be permitted to continue to operate at least 
at its present level. In order for this level to be maintained, it will be necessary 
for the United States percentage to be reduced gradually over a period of years 
rather than in 1 year. 

I would like to emphasize that recipient governments will make contributions 
to the local costs of projects which are estimated at more than twice the amount 
financed from the central fund. When these contributions are taken into account, 
the United States contribution is about 15 percent of the total program. 

The United Natons technical-assistance program is one of the most popular 
action programs of the United Nations system, and is supported by contribu- 
tions from 80 countries. Continued adequate support for this enterprise is an 
important part of United States foreign policy. I believe that the program should 
be continued at a level which will permit a more effective meeting of the most 
pressing technical-assistance needs of underdeveloped countries. 

Authorization and appropriation of the amount requested, $15.5 million, as 
the United States contribution for the calendar year 1958, and modification of 
existing legislation to permit a United States contribution at 45 percent will 
make this possible. 

Mr. Wiicox. We are asking $15.5 million from fiscal year 1958 
funds for the technical-assistance program. This is for calendar 
year 1958. This is the same amount that the Congress appropriated 
for the fiscal year 1957. 

Chairman Carnanan. You say that is for the calendar year and 
will begin on the Ist of January 1958? 

Mr. Witcox. That is correct. As you know, Mr. Chairman, there 
is a meeting each fall in New York, at which time the representatives 
of the different countries pledge the amount that they would be able 
to contribute for the next calendar year. This is what we are asking 
for now, so that we can be ready in November to make our pledge 
for the next calendar year. I aotioa it is difficult to measure the 
effects of various aid programs. Many times, the results are of an 
intangible nature. 

It is my personal conviction, however, that the United States gets 
more per dollar from this program both in terms of practical re- 
sults and in terms of good will—than we do from any other aid pro- 
gram in which we participate. I think you are aware, Mr. Chair- 
man, that the United Nations technical-assistance program is carried 
out by the United Nations, and the various specialized agencies, with 
the primary emphasis on the fields of health, education, and agricul- 
ture. 

As of January 1, there are approximately 1,500 experts assigned to 
various projects in 74 countries. Of these, 198, or 13 percent, were 
Americans. I know the committee is interested in our contribution 
in terms of technical experts to this program, and I would only em- 
phasize that we are doing what we can to see that that number is 
substantially increased. 

The task, however, of finding qualified Americans who are cap: able 
and who are willing to accept assignments of this character is ex- 
tremely difficult. 

The program is financed by contributions from the governments to 
a central fund. Governments announce their pledges ‘for the follow- 
ing year at a pledging conference held annually. 

The C ongress has stipulated United States pledges should be made 
only on the basis of funds which have been appropriated. In order 
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for a United States pledge to be made in October 1957 for calendar 
year 1958, an authorization and appropriation of $15.5 million ‘for 
fiscal year 1958 is therefore requested, 

I don’t think I have to emphasize in detail the reasons why the 
United States has supported this program from its beginning. T can 
outline those very briefly at this time. I think I did put them in 
the record in some detail when your subcommittee held hearings on 

this question last year. 

In the first place, technical assistance to new 
our national interest. This principle 
been reaffirmed in several] pieces of legi 
assistance program, and I do not hay 
prove the validity of that point. 

In the second place, our role of leadership in the United Nations 
is strengthened by our continuing strong support of the United Na- 
tions technical-assistance program. 

We are the ones who took the lead in establishing it, and it has 
been our willingness to contribute substantial funds toward the pro- 
gram that has enabled it to do the job that it has done. 

In the third place, the Soviet Union, afte 
for several years as an instrument of United States imperialism, ap- 
parently decided in 1953 that it was losing a valuable propaganda 
advantage because it did not support the program. Ag you know, it 
offered then some 4 million rubles, which is the equivalent of a million 
dollars, and has contributed the Same amount each year since that 
time. 

This means that a total of some $6,400,000 has been contributed or 
pledged by the Soviet Union and its satellites from 1953 to 1957. 
The bulk of these contributions—some 93 percent—is being used for 
supplies and equipment. 

In view of this increased Soviet interest in the work of the technica] 
assistance program, I think it is more important than ever that we con- 
tinue to support the program in a very solid fashion. 

In the fourth place, multilateral] programs are 
United States than bilateral 
share a part of the cost. 

In the fifth place, the multilateral] technical-assistance program not 
only contributes to unifying and strengthening the nations of the 
world, but it does so through concrete, constructive, and fully coopera- 
tive activities, They learn to work together in this kind of program. 

Finally, multilateral technica] assistance in some fields is some- 
times more acceptable politically to underdeveloped countries than 
bilateral assistance. This is especially true in some countries where 
the people and their governments are sensitive of their newly won 
independence. 

In the past, Mr. Chairman, your committee has been interested 
in the coordination of the United States and United Nations 
[ can assure you we are doing everything we can to see to it that both 

in Washington and in New York and in the field there is full co- 
operation between the United States officials and the officials of the 
United Nations, 

Now, if I may conclude with just a comment about our contribu- 
tion to this program: You will recal] that a proviso was included 


ly developing areas is in 
has been announced and has 
slation, including the mutual- 
e to detain you attempting to 
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programs are, because other governments 


programs, 
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in the Mutual Security Appropriation Act for fiscal year 1957, that 
our contribution for calendar year 1958 should not exceed 331% per- 
cent of the total program. The administration is requesting in the 
authorizing bill language which will modify this proviso so that the 
United States can contribute 45 percent of the total program for 1958, 

rather than 3314 percent. The reason for this request, Mr. Chair- 
man, I think I can explain rather simply. The United States has 
been a strong supporter of the program since its beginning. In the 
earlier years of the program, we contributed 60 percent of the total 
contributions to the central account. For 1950-51, this amounted 
to $12 million. After the program was established, we began to 
reduce our percentage gradually, and for 1956 our contribution was 
$14.5 million, or 50 percent of the total contribution. 

For 1957, we have pledged the maximum of $15.5 million. The 
final amount of our contribution for 1957 will be about 49 percent. 

Now the administration, I think, agrees with the Congress that we 
ean and we should reduce our share of the program. I would hope 
very much that we would be permitted to do this gradually rather than 
precipitously. A reduction from 50 percent to 3314 percent for 1958 
would mean a substantial reduction in the total program. On a 
other hand, if we could reduce our percentage share gradually over : 
period of several years, we can expect other governments to sonibtibied 
to increase their contributions steadily so that the program can continue 
to operate at its present level. As you know, even the current level will 
not adequately meet the requests for assistance from underdeveloped 
areas or such newly developing countries as those of Africa. 

If we were to reduce the amount we were to contribute percentage- 
wise from 50 to 3314 percent it would be the equivalent of eliminating 
from the program one-third of all the technical experts who are serving 
abroad. To put it another way it would be the equivalent of elimi- 
nating from the program all the technical assistance that is planned for 
Africa and for the Middle East. This, I submit, for such a small pro- 
gram when the needs are so great would be a very substantial reduction 
indeed. 

For these reasons, Mr. Chairman, I should hope that we could be 
permitted to reduce the percentage of our contribution this year from 
49 percent to 45 percent, with the thought that next year we would re- 
duce it a similar amount, and in the following year and subsequent 
years until we had reached the 3314 percent level. 

In that connection I may say that some of the countries like Canada, 
Norway, Holland, Sweden and Denmark, have contributed and are 
contributing more per capita than the United States is now contribut- 
ing. We might keep that in mind when we contemplate the size of 
our contribution. 

Also there is another factor that I think is important about this pro- 
gram which I would like to illustrate by a chart. 

(A chart was shown entitled, “United Nations Expanded Program 
of Technical Assistance, Estimated Contribution for 1958.”) 

(The chart is as follows :) 
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UNITED NATIONS EXPANDED PROGRAM 

OF TECHNICAL ASSISTANCE 

ESTIMATED CONTRIBUTION FOR 1958 


TOTAL $101.9 MILLION 


Y; 


PROPOSED * 
UNITED STATES 


$15.5 MILLION 15% 


yy 










CONTRIBUTIONS TO 
CENTRAL ACCOUNT 
$34.4 MILLION 34% 








OTHER. Yo: 
GOVEKNMENTS — 
S222 $18.9 MILLION 19% © 





ESTIMATED Bs Bean gen 
# LOCAL CONTRIBUTIONS 
$67.5 MILLION 66% 


*THE PROPOSED U.S, CONTRIBUTION FOR CALENDAR YEAR 1958 IS 45% 
OF ESTIMATED TOTAL CONTRIBUTIONS TO THE CENTRAL ACCOUNT, 


Mr. Witcox. The percentage of our contribution is calculated in 
terms of what we contribute to the central account of the technical 
assistance program in New York. 

Actually, the recipient countries are contributing more and more to 
the program in terms of local currency, transportation costs, housing, 
and costs of that kind which they can finance with local currency. 

If you consider the amount that is to be contributed by all the 
recipient countries, actually our contribution amounts to about 15 
percent and the other countries are contributing about $19 million or 
19 percent, while the local contributions run to $67.5 million, or 66 
percent. 

This to me is the earmark of a successful program, when more and 
more recipient countries gradually assume responsibility for it. I am 
pleased that this United Nations program, like most of the others, is 
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being received in such a way that the recipient countries are contribut- 
ing more and more as time goes on. 

¥F inally, I would like to say this program is one of the most popular 
programs in the United Nations system, and is supported by con- 
tributions from 80 countries, which indicates the solid basis of support 
that the program has. 

I believe that before making a reduction that will seriously hurt 
the program, we should stop and ponder the consequences to us of such 
an action. We get a great deal of credit in New York for supporting 
this program fully. I would hope therefore that we can continue the 
program at a level which will permit a more effective meeting of the 
pressing needs of the underdeveloped countries. If we did have a few 
years to try to get other countries to increase their contr ihatkintn grad- 
ually, then we could decrease our percentage contribution without 
lowering the total effective funds available for this very important 
work. 

I think, Mr. Chairman, that summarizes the points that I had 
mind about the technical assistance program. 

Chairman Carnanan. In fiscal year 1957 our contribution was 
$15.5 million, and that amounted to approximately 49 percent of the 
central fund ? 

Mr. Wiicox. Yes, sir. 

Chairman CarNAHAN. We are being asked for the same amount of 
dollars, $15.5 million for 1958 ? 

Mr. Witcox. Yes, sir. 

Chairman Carnawan. That is going to be about 45 percent ? 

Mr. Witcox. Yes, sir. The demand for this service 1s great. We 
feel] there can be an increase in the program. It is our understanding 
Congress hasn’t objected to the total amount of funds we have con- 
tributed to this program, because most of the Members of Congress I 
think feel it is a good program. The objection has been that. in 
some programs we are paying too large a percentage. The percentage 

can be reduced and we can keep our financial contribution in terms of 
dollars at the same level, if we can get other countries to pick up the 
slack. 

Chairman Carnanan. Evidently that has happened because with 
the same number of dollars in 1958 that we had in 1957, the percentage 
will be less. 

Mr. Wircox. And over a period of 3 years we have been able to re- 
duce our percentage contribution from 60 percent to 50 percent with- 
out hurting the program. We think we could make a similar reduc- 
tion if we were given a chance in the next 3 or 4 years. We think we 
could get other governments to take up some of the slack which would 
be involved in a reduction percentagewise on the part of the United 
States. 

Chairman Carnanan. If we reduce our contribution to 331% per- 
cent—I haven’t figured it out—how many dollars would that nivalees 
Do you have that? How many dollars would we be saving, in other 
words, by reducing from the $15.5 million, or 45 percent, down to 3314 
percent ? 

Mr. Witcox. If we calculated from 50 percent which we were 
contributing last year to 3314, on a $30 million oe am our contribu- 
tion would be reduced from some $15 million by $5 million, or a little 
more, perhaps. But our soundings indicate we would not be able 
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to get the other countries to contribute enough to make up that differ- 
ene e and we feel if we were to reduce our contribution precipitously to 
3514 percent the result would be that the size of the program would 
be reduc ed to perhaps $24 million. 

Chairman Carnanan. And as you have shown us by the chart, our 
contributions to the overall fund is a much lower percentage. 

Mr. Wiicox. If I may at this point in the record, I would like to 
insert a table showing the contributions of the United States and of 
the other governments and our percentage to the fund over the last 7 
or 5 years. 

Chairman Carnanan. Without objection the table will be made 
a part of the record. 

(The table is as follows :) 


United Nations expanded technical assistance program, eontributions and 
estimated contributions to central fund 


{In millions of dollars] 


Other United | | United 

Calendar year govern- | States | Total | States 
ments | percentage 
1950-51 (18 months)... $8 $12 $20 60 
1952 7.4 11.4 18.8 60 
1953 9.6 12.8 22. 4 57 
1954 11.4 13.9 25.3 55 
1955 12.7 15 27.7 54 
1956 14.5 14.5 29 50 
1957 116 215.5 31.5 49 
1958 118.9 1215.5 34.4 45 


1 Estimated 


? The United States pledged $14 million at 50 percent of total contributions and $1.5 million at a reduced 
percentage to be announced later. 


Chairman Carnanan. You touched on it in your statement. The 
contributions of the Soviet Union. You know there was some question 
regarding the use of Soviet currency. You intimated that there had 
been some difficulty but that a more satisfactory arrangement has been 
worked out. 

Mr. Witcox. Yes, sir. The contributions of the Soviet Union are 
in nonconvertible currency, and there are three ways that this currency 
can be used: in salaries, salaries for experts from the Soviet bloc coun- 
tries; training grants for United Nations fellowships within these 
countries; and supplies and equipment purchased in these countries. 
Actually 93 percent of the total contribution is being used for equip- 
ment and supplies and of course this is what we would prefer. That 
means that less of the money would be spent for technicians and experts 

going into other countries. As of January 1 there were only two Soviet 
experts in other countries as a result of this program. In all fairness 
I must say that more experts are probably in the field now, and if all 
the money that had accumulated is programed effectively and utilized, 
there will be more Soviet experts In the field during this next year. 

Chairman Carnanan. Mr. Chairman—— 

Chairman Gorvon. Mr. Wilcox, we are always glad to have you 
meet with us and to hear your views. 

Mr. Wiicox. Thank you very much. 

Chairman Gorvon. As I understand, the proposed $15.5 million is 
practically the same program as for fiscal year 1957 ? 
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Mr. Wuicox. Yes, sir. 

Chairman Gorpon. And you are recommending its continuance ? 

Mr. Wiucox. As far as the total amount of money is concerned, we 
are recommending no increase, and we are suggesting that our con- 
tribution be put on a lower matching ratio. 

Chairman Gorvon. Would you get a greater contribution from the 
rest of the membership to accomplish that ? 

Mr. Witcox. We would have to try to get more funds from the 
other countries who are contributing. We hope we can do that. This 
is a gradual process. A good many countries can’t afford to contribute 
large amounts to these programs. They don’t have the kind of cur- 
rency that can be utilized effectively and we discourage contributions 
of nonconvertible currencies. 

It is not easy to get other countries who are very hard pressed for 
funds to raise their contributions to these programs when we are low- 
ering our contribution. This is the problem that we face because they 
realize that our resources are much greater in proportion, and it is not 
an easy thing to do. 

Chairman Gorvon. And to date we have some 80 participating 
countries ? 

Mr. Witcox. Yes. sir. 

Chairman Gorpvon. That is all, Mr. Chairman. 

Chairman CarnaHan. What is the trend of the contributions of the 
other countries ? 

Mr. Witcox. This is a very good program, and contributions from 
other countries are steadily increasing, Mr. Chairman. If we don’t 
try to reduce our percentage too r: ipidly I think we can achieve our 
objective without seriously impairing the effectiveness of the program. 
I do feel quite strongly that if we try to do this in 1 year, it may 
hamper quite seriously the work that is being done in this area. 

Chairman Carnanan. I get from what you said if we continue to 
contribute the same number of dollars, that our percentagewise con- 
tribution is going to reduce and possibly might reach the 3314 percent ? 

Mr. Wiucox. Yes, sir. I think we can do that and if given a little 
time to negotiate it and work it out, I think we can do it and still not 
decrease the size of the program. 

Chairman Carnanan. Is it possible to have a breakdown of all the 
countries and their contributions by country ? 

Mr. Witcox. Yes, sir. We have a breakdown of the government 
pledges, the contributions by years, showing the contribution of each 
country over the last 7 years. 

Chairman Gorpvon. I think it would be well to have that in the 
record. 

Chairman Carnanan. Without objection that information will be 
made a part of the record. 

(The information is as follows :) 
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Mr. Witcox. We have a related table showing the project cost by 
regions. This shows where the money is going, how much is con- 
templated for Africa, how much for Asia, Latin America, Europe, 
and the Middle East. 

Chairman CarnaHan. Would you like to have that made a part 
of the record, also ? 

Mr. Witcox. Yes, sir. 

Chairman CarnaHan. Without objection, it will be made a part 
of the record. 

(The table is as follows :) 
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Mr. Witcox. You asked questions about the Soviet bloc countries. 


I have here a short statement about that, explaining in detail the 
amount of money obtained from each of the satellite countries and 


how it is being utilized. Jf you care to have that I will be glad to 
make it available to the committee. 
Chairman Carnanan, Is it too long to be made a part of the record ? 
Mr. Wixcox. It is two pages. 
Chairman CakNnanHan, Without objection, it will be made a part 
of the record. 
(The statement referred to is as follows :) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Soviet BLoc ConrTRiIBuTIONS 


The U. S. S. R. did not contribute to the United Nations expanded program 
of technical assistance until the summer of 1953. At that time, it offered 4 
million rubles, equivalent to approximately $1 million, to the United Nations 
program, but attached conditions which made its pledge unacceptable. These 
conditions were later removed, and in March 1954 the first U. 8S. S. R. contribu- 
tion was accepted. The Soviets have since contributed a similar amount to 
the program for 1954, 1955, 1956, and have pledged the same amount for 1957. 
Its satellites are likewise now contributing. <A total of $5,700,000 in contribu- 
tions and pledges has been made available to the program from all ruble sources. 
In addition, Czechoslovakia has contributed $69,444 a year since 1954, or a 
total of $277,776. Poland has contributed $75,000 each year since 1953, a total 
of $375,000. Bulgaria and Rumania pledged $14,706 and $16,667, respectively, 
for the first time for 1956, and have pledged the same amounts for 1957, making 
a total of $62,746. Albania pledged $2,000 for the first time, in 1957. This 
makes a grand total of the equivalent of $6,417,522 contributed or pledged to 
the program since its inception from all Soviet bloe sources. 

Like the contributions of some other countries, the Soviet bloc contributions 
to the United Nations technical-assistance program are “nonconvertible”’ except 
as shown below. There are three ways in which these contributions can be used: 
Salaries of experts from the Soviet bloe countries. training grants for United 
Nations fellowships within these countries, and supplies and equipment purchased 
in these countries. Nonconvertible contributions are permissible under the rules 
of the program. 

Experts employed in the program are compensated in the currency of their 
nationality or place of residence when recruited, except for a portion of the salary 
and allowances which are paid in the currency of the country where the expert 
is serving. Thus, American experts receive their basic salaries in dollars, 
British experts in pounds, and Soviet experts in rubles. The ruble contribution 
may be converted to other currencies for purposes of defraying travel costs of 
experts and fellows, allowances and expenses of experts, and transportation costs 
of equipment. Otherwise, the ruble contribution may not be converted to other 
currencies. No payments would be made to Soviet bloc experts from the United 
States contribution to the United Nations technical-assistance program. 

About 93 percent of the Soviet contribution is being used for equipment. Of 
the $5,700,000 available in rubles, $204,590 was obligated in 1955. This covered 
the cost of 2 coal experts in Burma, 4 fellowships, 2 study tours involving 28 
fellowships, the subsistence of a WHO delegation while on a visit to Moscow, 
and equipment costing $56,950. 

In 1956, $1,478,157 in rubles was obligated for project costs. Of this amount, 
$1,104,604 was spent for equipment. During the year there were 14 Soviet 
experts assigned to 6 projects; 1 meteorology expert was in Afghanistan; 2 
experts worked on a mineral-resources-development project in Burma; in India, 
2 experts worked on a statistics project ; 6 experts were employed at the Western 
Institute of Technology in Bombay, and 1 expert worked on a national maternal 
and child-health program ; and 2 short-term experts accompanied a study tour on 
electric power. As of December 31, 1956, only the meteorology expert and the 
WHO expert were in the field. There were 119 fellowships awarded, and 3 
study tours were conducted in 1956. 
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An additional amount of $2,668,689 worth of equipment was ordered in 1956, 
but was not delivered prior to December 31, 1956. 

For 1957, projects totaling $2,090,000 in rubles have been approved, but only 
$1,340,600 has been allocated. The additional projects amounting to $749,400 
will not be carried out unless funds become available through savings. Of the 
$2,090,000, approximately $1,460,000 is programed for equipment. In addition, 
it is estimated that 58 experts will be employed, 55 fellowships will be awarded, 
and 2 study tours are planned. Of the 58 experts programed, 16 are for Burma— 
15 in mineral resources development and 1 lecturer in geophysics at Rangoon 
University; 32 are for India—S8 in statistics, 6 installation engineers in indus- 
trial development and productivity, and 18 professors and specialists for the 
Western Institute of Technology in Bombay; 3 are programed for Afghanistan 
to work on meteorology, farm machinery, and in university science teaching: 1 
agricultural statistician is programed for Chile; 3 experts for industrial de- 
velopment and productivity and 1 sugar-processing expert are programed for 
Israel; and 2 short-term experts will participate in 2 FAO study tours in Yugo- 
slavia. As of March 31, 1957, there were 15 Soviet experts working on 3 projects: 
1 WHO expert in India in the maternal and child-health program; 15 UNESCO 
experts in India at the Western Institute of Technology in Bombay; and 1 
WMO expert in Afghanistan on a meteorology project. There were no experts 
from satellite countries. 

Of the total Polish contribution of $375,000, $19,955 was obligated for equip- 
ment in 1955; $128,730 for equipment and $6,500 for 3 fellowships were oblignted 
in 1956; orders for equipment not delivered prior to December 31, 1956, totaled 
$143,774; and projects totaling $75,000 for equipment have been approved for 
1957. 

Of the total Czechoslovakian contribution of $277,776, $53,417 was obligated 
in 1955; $122,198 was obligated in 1956, and orders for equipment not delivered 
prior to°- December 31, 1956, totaled $35,390. All obligations are for equipment. 
In 1957, the Czechoslovakian contribution was added to other currencies handled 
as a “pool.” With the exception of amounts required to cover contractual com- 
mitments carried over from 1956, no funds in Czechoslovakian currency were ear- 
marked for specific projects in 1957. 

Under the rules and procedures of the United Nations technical-assistance 
program, no experts can be sent to a country, or training grants awarded or 
equipment provided, without the consent of the recipient country. 


Utilization of Soviet bloc contributions 
[Expressed in United States dollars] 


AVAILABLE 
a ee ae ee ee re $5, 000, 000 
Byelorussian Soviet Socialist Republic, 1954-57____________________ 200, 000 
Ukrainian Soviet Socialist Republic, 1954-57____________ iiapanicgieaats 500, 000 
nitebeihekreGkbind) (a eee 
Be Foc 2. 000 
i i Sara ae ee ee 29, 412 


Subtotal 
I i 
I a tS 
Czechoslovakia, 1954-57 Bisls 277, 776 

secede A aan REE iy Bi neyo i 375, 000 


ee cp acieetee ed taco esnnstt ie diles Adcbvenialldn ise en dich wh aSdsen nh asian Sateen dda dk i 33, 33 
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UTILIZATION 





1956 for- 
Obligated, | Obligated, | ward con- | 1957 ap- | 
| 1955 1956 tractual | proved | Total 

| | | commit- | program 

| ments! 
= theme RANTS 6 |[—— aed eegeensh 
Rubles. _- jcaaaatie | $204,590 | $1,478, 157 | $2, - 689 |2$1, 340, 600 $5, 692, 036 
Czechoslovakian korunas ___- sakbh 53, 417 | 122, 198 , 390 | 211, 005 
Polish zlotys ‘ ; ee 19, 955 135, 230 143" 77 | 75, 000 373, 969 
Total utilization . 277, 962 1, 735, 585 2 847 , 8! 53 | 1, 415, 600 6, 277, 000 





1 These are orders placed for equipment in 1956 which had not been delivered by Dec. 31, 1956. They 
will be recorded as 1957 obligations if delivery is made in 1957. 

2 The figure shown is the total allocated for projects in 1957. Additional projects amounting to $749,400, 
or a total of $2,090,000, have been approved, but these additional projects will not be carried out unless 
funds become available through savings. 


Chairman CarNawAan. Do you have further comment ? 

Mr. Witcox. No, sir; I think I have explained all that I need to 
about that particular program. 

Chairman CarnaHan. Thank you very much. 

We will recess for a few minutes to answer a roll call. 

(A short recess was taken.) 

Chairman CARNAHAN. The committee will come to order. 

Mr. Wilcox, did you have anything further ? 

Mr. Witcox. There is the refugee program I can outline briefly tor 
you. 

This statement is submitted in support of the request for $2,233,000 
to enable the United States to continue its participation in the United 
Nations Refugee Fund (UNREF). 

This fund, which is administered by the U. N. High Commissioner 
for Refugees, has a 4-year program directed toward finding permanent 
solutions to the problems of the unassimilated refugees within his man- 
date. It deals particularly with those who, for one reason or another, 
cannot qualify for normal emigration, and who have had refugee status 
for a number of years. 

The total number of unassimilated refugees in need of assistance in 
Western Europe, and needy European refugees in the Middle East 
stood at 288,500 on January 1,1955. According to the High Commis- 
sioner’s figures, this number had been reduced to 188,900 on January 
1,1957. The greater part of this reduction was effected by continuing 
emigration and resettlement programs dealing with the more easily 
assimilable refugees. UNREF, which was established to assist the 
residual group of refugees whose members generally require a much 
greater amount of individual attention than has been possible under 
other programs, directly benefited 26,542 persons during this period. 
Of this number, 8,115, including 420 difficult cases, were firmly settled 
as a result of UNREF programs. Since the program has actually been 
underway for only a year and a half, it is expected that the rate at 
which firm settlements are effected will continue to increase duri ing the 
coming year 

You will recall, Mr. Chairman, that this task was made extremely 
difficult because it related to the so-called hard core, or hard case, 
residual refugees that were left after the IRO had wound up its 
activities. 
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Many of the people concerned require a great deal of individual 
counseling before they can take up their oan once again in ordinary 
civilian pursuits, 

However, with the proper guidance and material assistance, many of 
the able bodied can still be returned to useful me mbership in society. 
Others, even more pitiable and more problematic to settle, are the so- 
valled difficult cases. These are the aged, the sick, and the incapaci- 
tated who have no actual or potential usefulness for any country. 
The plight of this group, hitherto condemned to a monotonous exist- 
ence in shabby camps, has stimulated the svmpathy of some of the 
smaller European nations who have generously provided a number 
of places in their existing permanent institutions. At best, however, 
the placement of these difficult cases is a time consuming and expensive 
process. 

The integration and settlement of these people who have been refu- 
gees for a number of years is the particular concern of UNREF. The 
program does not conflict or overlap with the work of the Inter-Gov- 
ernmental Committee for European Migration, which is principally 
interested in the movement of migrants, including refugees. Nor does 
it conflict with the United States escapee program, which deals with 
more recently arrived refugees. Other witnesses will be available 
to present testimony concerning escapees, including the recent refugees 
from Hungary. 

UNREF, like other U. N. voluntary agencies, operates on a calendar 
year basis. Congress appropriated $1,900,000 in fiscal year 1957 to 
finance the UNREF program for the 18-month period ending June 
30, 1957. An appropri: ation of $2,233,000 is now being requested for 
fiseal year 1958 to cover the 18-month period ending December 31, 
1958. “If authorized, this appropriation would enable the United 
States to bring its total 4-year contributions to $5,333,000, or one-third 
of the UNRFEF target program of $16 million. 

A number of other countries have contributed to the program, Mr. 
Chairman, running to about a total of $3 million at the end of this 
year. Some 20 countries as I recall contributed last year. 

The UNREF target program for 1957 is $7,096,303, which includes 
$4,400,000 for the 1957 plan of operations, and a carryover of $2,696,- 
303 for projects in the 1956 plan of operations which could not be 
implemented for lack of funds. The programs for 1957 and 1958 will 
concentrate on promoting the integration of refugees who still reside 
in camps. Projects will cover housing, vocational training, rehabili- 
tation of the handicapped, student aid, small loans, employment coun- 
seling and placement, and language training. A maximum effort will 
also be made to place as many ‘difficult cases as possible in institutions. 

I think you appreciate, Mr. Chairman, the problems that are in- 
volved here, with a group of people who have been perhaps sick or 
have been recuperating from long exposure who ae to be reoriented 
in terms of their new life they are about to lead in a new country. 
They perhaps will have to have some kind of ss lf ‘al training, lan- 
guage training or vocational guidance of some kind. These problems 
do of course require counseling, expert advice and assistance, and this 
is the principal task of this organization. 

We think that it is in our national interest to support this program 
because it gives clear proof to the world of our sincere and traditional 


MUTUAL SECURITY ACT OF 1957 457 


interest in the welfare of the victims of political and religious perse- 
cution. 

The political interests of the United States are also served by 
UNREF. To the extent that its program succeeds in firmly integrat- 
ing refugees and giving them a sense of belonging to the countries in 
which they reside, it reduces their politic al instability. It renders 
them more immune to the current Soviet redefection campaign which 
seeks to discredit the free world by encouraging the return of refugees 
to their former homelands, 

I may say in that connection that the Soviet efforts of course have 
been increasing. They have been doing what they can, over the radio, 
through the press, by messages from ‘individuals, to try to get these 
individuals to go back behind the Iron Curtain. They feel somehow 
that if they can convince them that they should do that that it is a 
victory for the Communist way of life. 

Despair and disillusionment have understandably crept over many 
of these unfortunate people, and we must not slacken our effort to help 
them to become as well integrated in their countries of asylum as is 
humanly possible. 

This is, Mr. Chairman, a 4-year program that will presumably come 
to an end at the end of December 1958, and it is my understanding that 
at that time, while there may be some tasks left to be done. the host 
countries will, for the most part, assume responsibility for those who 
are still left to resettle. But the progress that has been made in the 
last 12 to 18 months indicates we can make a fairly sizable dent in this 
problem by the end of 1958. 

Chairman Carnanan. What countries have the refugee camps? 

Mr. Witcox. As of January 1, 1957, there were in Austria 51,350 
refugees; in Germany, 67,950; in France, 33,600, 

There are some in Greece, Belgium, and other countries. If you 
wish I would be glad to submit this chart for the record, Mr. Chair- 
man. 

Chairman CarNnaAnan. Without objection the chart will be made a 
part of the record. 

Mr. Witcox. It shows the location of the refugees at the present 
time. 

(The chart referred to follows :) 


Number and distribution of nonsettled refugees, by country and residence in 
1 
camps 


Total nonsettled refugees | Of whom: Refugees in camps 





Country | | | at sD 
Jan.1, | Jan.1, | Jan. 1, Jan. 1, | Jan. 1, Jan. 1, 
1955 1956 1957 1955 | 1956 1957 

Austria us ‘ evsidanuceel | - eee 77, 700 51, 350 47, 050 | 34, 000 | 16, 200 
Belgium z ee ta a ald 10, 000 6, 850 3, 700 | et ; 
China i tele 15, 000 16, 750 14, 900 a 
France aba RIE se 40, 000 38, 000 33, 600 | 
Germany ; as eleethbes 91, 000 80, 400 67, 950 29,000 | 25,900 | 22, 350 
Greece ae 10, 000 7, 950 6, 500 2, 800 1, 550 1, 000 
Italy s 13, 900 9, 650 8, 950 5, 900 3, 350 | 4, 900 
Near and Middle East bot 1, 800 1, 700 1, 950 

Total. : ' a 239, 000 188, 900 84, 750 64, 800 44, 450 


1 Hungarian refugees excluded 
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Chairman Carnanan. You say the U. S. S. R. is attempting to 
persuade some of the people to go behind the Iron Curtain and they 
will class this as a Soviet victory. You mean that would be a psy- 
chological victory? Do you think they are going to rehabilitate them 
into the economies of the satellite countries or of the Soviet Union ? 

Mr. Wiicox. I have no doubt they would attempt to integrate them 
into the economic life of the satellite countries. I do think they have 
been trying in the last 5 or 6 years through various types of propaganda 
to convince the world that life behind the Iron Curtain is desirable and 
happy and they feel the more of these people they can persuade to 
come back behind the Iron Curtain the more it constitutes a kind of 
propaganda victory for them. 

Chairman Carnauan. I would have considered it more of a propa- 
ganda victory because I couldn’t understand why they would take 
people who would have to be committed to institutions when they went 
behind the Iron Curtain. It might be their way of bringing a final 
settlement to the problem. 

Mr. Wiicox. I doubt that they are taking back many of the hard- 
core cases that require institutional care. 

Chairman CarnaHAan. Are very many of those that require institu- 
tional care being taken ? 

Mr. ve ox. It is encouraging to see that a number of countries like 
Sweden, Norway, Denmark, Holland, Belgium—I may not have in- 
cluded some that I should have, there—have taken quite a large number 
of these people who need institutional care, people who will never be 
able to resume active life in society, yet these countries have been will- 
ing to take them on the grounds that they will put them in an institu- 
tion and give them proper care for the rest of their lives. It has been a 
very encouraging aspect of this problem. 

Chairman Carnanan. That would certainly be very commendable. 

Are the hard-core cases largely mental ? 

Mr. Witcox. They involve both the physically handicapped and the 
mentally handicapped. 

Chairman Carnanan. We are asking for an appropriation for an 
18-month period, again ? 

Mr. Witcox. Yes, sir. 

This will finally wet us even with the calendar year that the United 
Nations goes on. This will enable us to make our pledge next fall for 
the entire subsequent calendar year upon which the United Nations 
operates. 

Chairman Carnanan. Mr. Coffin—— 

Mr. Corrin. What is the present status of the refugee program as 
far as this country is concerned, having specific reference to refugees 
in Austria, or other countries ? 

Mr. Wiicox. Mr. Chairman, I don’t like to evade questions. But the 
head of our refugee program is scheduled to testify next week, and it 
is under him that the Austrian refugee program has been concentrated. 

All of the facilities in the Government dealing with refugees have 
been helping—this United Nations refugee program has been helping 
in connection with the Austrian program also, and I would prefer to 
defer the question to him. 

Mr. Corrrin. Who is that gentleman ? 
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Mr. Witcox. Mr. McCollum, sir, is the head of the refugee pro- 
gram. He is prepared to testify on that, and they have asked me to 
defer answers if I can on that particular phase of it. 

Mr. Corrin. I am interested in just a word more on the redefection 
‘campaign. This is the first time I have seen mention made of a 
formalized campaign. We were well aware of the threat of redefection 
where the remaining refugees could not be resettled. What evidence 
do you have other than what you have told us about relative to this 
campaign ¢ 

Mr. Witcox. I am trying to find some exact figures I can submit for 
the record. 

Mr. Corrtn. If you would rather have Mr. McCollum do that, that 
isall right with me. 

Mr. Witcox. If we might, Mr. Chairman, it might be more ap- 
propriate because he has the responsibility for all of the refugee pro- 
grams, and we are just dealing here with one segment of it. 

I am told, however, in reply to your question that during the past 
couple of years particularly, the Soviet Union has put forth an addi- 
tional amount of emphasis in order to entice people to come back 
to the Iron Curtain countries. This is known in United Nations 
circles as a real redefection campaign in an attempt to get people to 
admit by returning home that the kind of life that they had before is 
preferable to the life they find outside the Iron Curtain. 

It is not possible to determine exactly how many refugees have been 
repatriated to the Soviet bloc under the present repatriation campaign 
but it is believed that something over 2,500 have returned from West- 
ern Europe and Turkey, alone. 

Mr. Corry. I would discount those who would have returned with- 
in the first few days after October 23, I think that is not part of the 

redefection campaign. 

Mr. Wircox. Yes. I think that is right. 

We are thinking here in terms of those who were out a considerably 
longer period. I might add the campaign is very well organized and it 
devotes considerable attention to particular individuals. 

A given individual is contacted not only by means of propaganda 
public ations, but also by letters from friends or relatives still living 
in the home country, or perhaps by recorded messages which are 
broadcast by radio, by other devices such as photographs of friends 
of the family which naturally appeals to them and other personal 
mementos of this kind by which some psychological pressures can be 
brought upon them. 

This personalized attack is effective upon the unassimiliated refu- 
gees who by definition are unwanted in the country in which they find 
themselves, and are alien elements, in other w ords, in the country of 
asylum. This is one reason that the Soviet Union and the satellite 
countries I suppose feel they are particularly vulnerable to this par- 
ticular prop: ganda offensive. 

Mr. Corrin. I just want to make a comment to you, Mr. Chair- 
man, that data as to the other countries who have taken refugees, as 
to other countries who have taken institutionalized cases, some specific 
data on dangers of redefection, and also whatever information we are 
able to get on the extent to which refugees we have absorbed in this 
country have been good citizens or have included former criminals 
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or Communists, would be most helpful to present to the Congress on 
how the refugee program has been carried out. 

Mr. Witcox. I think we can furnish that material for the record, 
and we will be glad to do that, Mr. Chairman. 

(The information requested, appears in the appendix. ) 

Mr. Witcox. One additional comment in response to your ques- 
tion: in addition to the contributions of 20 other governments that I 
spoke of, in December 1956, the Swedish Government made a special 
contribution of $1,353,180. Of this amount, $64,899 was for the 1956 
program, and $1,288,000 for the 1957 program. 

In addition, during 1956, Denmark, France, the Netherlands, Nor- 
way, Portugal, Sweden, and Switzerland have accepted 227 difficult 
eases including tubercular, paralyzed, mental, invalid, aged and 
refugees. 

The cost of caring for these refugees is estimated at $1,738,37- 

Now, the acceptance of this type of case is going on at the rate o1 
about 300 a year, which is not large, but which will make a sizable dent 
in the number of really hard-core cases that are there. 

Chairman Carnanan. UNREF is the setup to handle the residual 
cases ¢ 

Mr. Wircox. Yes, sir, under the United States High Commissioner 
for Refugees. 

Chairman Carnanan. About how many refugees are still in the 
camps ¢ 

Mr. Wicox. There are about 188,000 all told. A good many of 
those will be assimilated into the economies of the countries rather 
quickly and the number of hard-core or difficult cases, is much, much 
less than the total figure would indicate. 

A good many of them do need special attention and special care. 

Chairman Carnanan. Do you have a figure which would represent 
approximately the hard-core cases ? 

Mr. Witcox. I will be glad to furnish that for the record. 

Chairman Carnanan. Is there a buildup of these refugees coming 
into the camps? 

Is there a buildup, as against trying to work the number down ? 

Mr. Wiicox. I have just been told that the number of hard difficult 
or core cases involved, here, will run about 10 percent. Some of them, 
of course, are more difficult than others, but many of them are not 
institutional cases. 

Chairman Carnanan. That would be almost 19,000 if we take it as 
10 percent. 

Mr. Wiicox. Yes, sir. 

Now, as far as the new arrivals are concerned, it is my under- 
standing that those individuals coming from behind the Iron Curtain 
are taken care of by our United States escapee program. That will be 
discussed in the context of the total refugee program when Mr. Mc- 
Collum appears before the committee next week. 

Chairman CarnanHan. One other question that I had in mind. 

What are some of the longest stays in these particular camps? 
How long have they been there? 

Mr. Wiicox. Some of them have been there 10 or 11 years, since 
shortly after World War IT. 


Chairman Carnanan. Do you have anything further ? 
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Mr. Witcox. I have a chart dealing with contributions made by 
governments to the program during the past 3 years, and it might be 
helpful to have that inserted in the record. 

Chairman CarNnaHAn. Without objection, it will be inserted. 

(The document referred to is as follows :) 


United Nations refugee fund—Cash contributions from governments 


Country 1955 | 1956 1957 (to May 
14, 1957 
Australia $167, 839 | $112, 000 | 
Austria y 2, 200 | 3,000 | 
Belgium. : 160, 000 200, 000 | 
Brazil . | 15, 000 
Canada ‘ ; 126, 856 127, 773 | $191, 000 
Colombia | 19, 000 | 
Denmark | 72, 390 72, 390 | 72, 390 
Dominican Republic 5, 000 5, 000 
Federal Republic of Germany 23, 810 23, 810 | 
France 142, 857 274, 286 | 133, 714 
Greece 6, 000 
Tsrael 5, 000 
Korea 2, 000 
Liechtenstein 467 467 | 
Luxembourg 2, 000 3, 000 
Morocco 2, 000 
Netherlands ‘ | 545, 157 122, 316 | 
New Zealand 28, 000 112, 000 | 
Norway 83, 998 84, 000 
Philippines : 1, 250 
Sweden 115, 987 180, 886 | 1, 288, 281 
Switzerland 116, 822 116, 822 116, 822 
Turkey 4, 286 4, 286 
United Kingdom 224, 027 280, 000 224, 000 
United States 1 1, 006, 000 2 1, 300, 000 § 600, 000 
Venezuela 20, 000 
Jalance of Government contributions transferred from emer- 
gency fund 172, 000 
Total 3, 017, 696 3, 056, 000 4 2, 635, 493 


1 This does not include a special United States contribution of $194,000 for refugees in Austria which wae 
made without reference to contributions from other countries and which brought the United States con- 
tribution for 1955 to $1,200,000. 

2 This contribution was made from $1.9 million made available in fiscal year 1957 for the 18-month period 
ending June 30, 1957. In addition to cash contributions from other governments totaling $1,756,000, certain 
countries of second asylum undertook commitments on behalf of 227 difficult cases (tubercular, paralyzed, 
mental, blind, aged, etc.) the estimated cost of which was $1,738,374 for the life of the refugees. The United 
States considered $850,668 of this as a contribution in arriving at the amount of its contribution based on 
3344 percent of total contributions from all governments. The $1,756,000 plus $850,668 totaled $2,606,668 
thereby enabling the United States to contribute $1,300,000. 

3 This represents United States contribution for first half of 1957. Fiscal year 1958 request includes $900,000 
for contribution toward second half of 1957 program. 

4In addition, following amounts are pledged and unpaid to date: Belgium, $200,000; Canada, $17,000; 
Netherlands, $96,000; New Zealand, $70,000; Norway, $84,000; Sweden, $115,987; United Kingdom, $56,000; 
total, $638,987. Also France has frozen $123,429 of which all or part will be paid to UN REF after decision 
by government. Other anticipated contributions include: Australia, $112,000; Germany, $200,000. 


Mr. Witcox. Mr. Chairman, I appreciate very much the opportunity 
to appear before you on these two programs. ‘There remains, the 
United Nations Children’s Fund for consideration and Dr. Martha 
Eliot who has been our representative on the Children’s Fund for a 
good many years is here to present the administration request for that 
program. 

I think I need not remind the committee that Dr. Eliot was formerly 
the head of the Children’s Bureau, and performed I think an outstand- 
ing job in representing us on the Board of the Children’s Fund. 


STATEMENT OF DR. MARTHA ELIOT, UNITED STATES REPRESENTA- 
TIVE ON EXECUTIVE BOARD OF UNICEF 


Chairman Carnanan. Dr. Eliot, we are glad to have you with us, 
and you may present what you have for us. 
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_ 


Dr. Exior. I have before me a statement that was prepared by Mr. 
Wilcox for submittal in the record. I would like to ask that this state- 
ment be included in the record. It is what you have before you. 

Chairman Carnanan. Without objection, the statement will be in- 


cluded in the record. 
(The statement is as follows:) 


STATEMENT OF Hon. Francois O. Wiicox, Assistant SECRETARY OF STATE FOR 
INTERNATIONAL ORGANIZATION AFFAIRS ON UNITED NATIONS CHILDREN’S FUND, 
. , eo 
FISCAL YEAR 1958 


This statement is submitted in support of the request for $11 million for a 
contribution to the calendar year 1958 program of the United Nations Children’s 
Fund (UNICEF). 

While UNICEF was originally established to assist in meeting emergency 
needs of children in Europe following World War II, in recent years it has 
devoted nearly all of its resources in assisting countries in Asia, Africa, and 
Latin America to develop permanent child health and welfare services and to con- 
trol and eradicate debilitating diseases. 

UNICEF is a program to which governments contribute on a voluntary basis. 
Support for the program has grown steadily both in the number of nations con- 
tributing and in the amounts contributed. For example, in 1951 the sum of 
$10,400,000 was contributed by 35 countries while in 1956 contributions of $17,- 
400,000 were made by 79 countries. 

The United States has made annual contributions to UNICEF since the incep- 
tion of its program in 1946. In accordance with the 1957 fiscal year authoriza- 
tion and appropriation an amount of $10 million has been pledged for the calendar 
year 1957 program. 

As a result of increased contributions from other governments the United 
States has been able to reduce the percentage of its contribution from 72 percent 
in 1952 to 55 percent in 1957 while at the same time total funds available to the 
program have increased. 

An additional reduction in the United States percentage to 52.5 percent is pro- 
posed for 1958. At the same time as this reduction is being effected it is impor- 
tant that we demonstrate our interest in the gradual expansion of this program 
by increasing the amount of our pledge for 1958 to $11 million. This action will 
stimulate added contributions from other governments thereby enabling UNICEF 
to cover additional areas of need. 

In addition to payments to the central account, recipient governments also 
contribute to UNICEF projects in local currencies and in such other forms as 
local personnel, services, transportation, locally available supplies, equipment, 
and facilities. Of the total funds that go into projects about two-thirds come 
from local contributions. In 1956 recipient countries committed $40 million 
in such contributions. If we consider these contributions together with payments 
of other governments to the central account, the United States contribution of 
$9.7 million in 1956 represents 17 percent of the total. 

UNICEF works in close conjunction with the World Health Organization 
(WHO) and the Food and Agriculture Organization (FAO), which are con- 
cerned generally with matters of health and nutrition respectively. There is a 
clear division of responsibilities among these organizations. 

UNICEF provides the supplies and equipment which are not locally available; 
while the WHO or FAO, as appropriate, furnishes the technical assistance and 
know-how requested by the governments in the planning and execution of the 
programs. This clear-cut difference in emphasis simplifies the question of coordi- 
nation, and assures that the resources of the United Nations in health, nutrition 
and welfare are alined in a unified approach in helping governments meet chil- 
dren’s needs. 

UNICEF has had remarkable success in stimulating new and expanded work 
on the part of governments and peoples receiving aid. Not only have local match- 
ing contributions been generous, but many basic accomplishments have been 
attained. 

As the result of joint UNICEF-—World Health Organization activities, there 
has been a growing awareness of the importanee of adequate health facilities 
and health personnel at all levels of government. Public health budgets have 
been expanded, more competent personnel are entering careers in public health 
work and in a number of countries maternal and child health divisions have 
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been established within public health departments. Even more significant per- 
haps, than the record of government action within the assisted countries are 
the desires and the efforts made by people at the community level to help them- 
selves. The UNICEF cooperative approach has instilled in people a sense of 
pride and an initiative which has motivated them to yoluntary action locally 
well beyond that which could be achieved by government action alone. 

UNICEF’s role is not to assume responsibility itself for instituting and con- 
ducting child health and welfare programs, but to encourage and assist individ- 
ual governments in developing and expanding their own programs. The prin- 
cipal areas of activity receiving UNICEF assistance are: 

1. Basic maternal and child health and welfare services, including the estab- 
lishment of rural health centers and clinics and the training of nurses and 
midwives. 

2. Mass health campaigns against such crippling and killing diseases as malaria, 
vaws, tuberculosis, trachoma, and leprosy. 

3. Activities to improve nutrition, including long-range child-feeding programs 
and the increased production and use of milk. 

4. A limited amount of UNICEF's resources each year is used to provide emer- 
gency assistance for the victims of catastrophes such as earthquakes, floods, 
droughts, and famines, where the welfare of the child population is seriously 
affected. 

Statistics concerning the number of children and mothers benefiting from 
UNICEF programs are most impressive. The attached annex shows in some 
detail not only the number of beneficiaries in 1956 but the number of target 
beneficiaries for 1957. This is indeed a program to which the United States 
should continue to give strong support and leadership. 


UNITED NATIONS CHILDREN’S FUND 


Summary of beneficiaries for 1956 and target beneficiaries for 1957 


1956 Target, 1957 
. . ‘ on | 
Antimalaria campaigns: Children and mothers protected with UNICEF 
insecticides 8, 102, 150 28, 447, 000 
BCG antituberculosis vaccination: Children vaccinated 14, 262, 000 | 16, 012, 000 
Yaws control: Children and mothers treated 2, 008, 900 | 3, 262, 400 
Control of trachoma and related eye diseases: Children treated 460, 800 | 660, 800 
Feeding through school lunches and maternal and child-welfare ceaters: Peak 
number of children and mothers receiving daily rations veer 3, 567, 320 | 4, 485, 810 
Total Ee : ‘ = 1 28, 401,170 | 52, 868, 010 


Not included are the many children and nursing and pregnant mothers who receive benefits (other than 
milk) from the over 6,000 maternal and child-welfare centers, clinics, and children’s and maternity hospitals 
aided by UNICEF. Still more children and mothers benefit from UNICEF assistance for vaccine produc- 
tion plants; campaigns for the control of communicable diseases, such as diphtheria, whooping cough, and 
leprosy; and milk, drying, and pasteurization plants. When all the projected milk conservation plants are 
in full operation, they will provide free or low-cost milk to some 4.7 million children and mothers. Many 
times this number will benefit from the availability of safe milk. 


Dr. Etrtor. I have been associated with the organization in one 
capacity or another from the time when it was initiated, and made 
some of the early studies for UNICEF, as it is called, in Europe, when 
the program first got underway. 

As you know, I am here to support an authorization for $11 million 
contribution to the 1958 program of this United Nations Children’s 
Fund. 

I would like to point out that this organization is in fact a fund to 
which governments and individuals contribute voluntarily. There 
is no assessment among governments to support this fund, and in that 
way it is similar to the technical-assistance fund which you have heard 
about already this afternoon. 

The support for this program has grown very steadily since it was 
started. For example, even in the last 6 years it has grown. In 1951, 
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$10,400,000 was contributed by 35 countries. In 1956, $17,400,000 was 
contributed by 79 countries. 

The United States has made contributions to this organization since 
the beginning. In fact, it was a contribution of the United States that 
made possible the beginning of this operation in 1947. 

The percentage of the total central fund for this organization, which 
has been contributed by the United States, has gradually decreased 
since 1952. From 1947 until 1952 the United States contributed 
approximately 72 percent of the total central fund. 

In 1953, it began to be decreased by the acts of Congress on the 
recommendation of the executive branch. 

In 1957, it reached 55 percent of the total central fund. This meant 
that other governments in 1957 are contributing 45 percent of the total. 

The executive branch is recommending an additional reduction for 
next year, to 52.5 percent of the total. At the same time we make 
this reduction, we believe it is important to demonstrate our interest. in 
the gradual expansion of this program by increasing the amount of 
our pledge for 1958 to $11 million. This action will stimulate added 
contributions from other governments, thereby enabling UNICEF to 
cover additional areas of need. 

I would like to come back in a moment to the question of additional 
need. 

I would like, also, to point out to you that the governments that 
receive moneys out of the central fund, to help them sup port specific 
projects that they may propose, must put into those projects at least 
an equal amount of money to that contributed from the central fund. 

Actually, in the aggregate, the countries are contributing two-thirds 
of the total amount of the cost of local projec ts. 

If we consider the total amount of money, therefore, that is con 
tributed by governments either to the central ‘fund or to the projects, 
the amount of money that the United States puts in amounts to only 
17 percent of the total. 

May I take a few minutes to talk about the program, because this 
really i is the heart of the whole adventure in which the United States 
is so much involved and to which we have committed so much. 

T would like you to know that currently. in this vear of 1957, 102 
countries are being assisted by this or ganization in their programs in 
behalf of mothers and children. This is divided—and I think this 
might interest you—among the regions of the world in this way: 
Africa has 23 countries that are being assisted: Asia, 24: the eastern 
Mediterranean area, 14: Europe, 8: the Americas, 33. 

Previously, some 12 additional countries were aided, but are no 
longer being aided. 

I have said 102 countries are currently aided. There are in these 
countries many individual programs. I would like to just say a word 
about those programs. 

One of the most important pieces of work that is done by this organ 
ization is what we commonly call the development of maternal and 
child-welfare centers. Such acenteris» small place in a village or ina 
small town which is staffed usually in these underdeveloped countries 
by a nurse, or a midwife—more frequently by a midwife, even, than by 
a nurse. This midwife may have supervision and assistance from 
someone at a higher echelon in the Ministry of Health. 
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To these centers come mothers with their babies and their little chil- 
dren for help; children who are either well or sick. Many of them 
have only some minor ailment. But the mother can come to get some 
advice. Asarule, there will be a clinic held by a doctor in such a cen- 
ter, to which mothers may come when the child is sick or when the child 
1s well, when she wants to get some sort of advice. 

If she is pregnant and comes for help for herself, she will probably 
see the midwife who is at the center. But they do not have the supply 
of public-health nurses that we have in this country. The midwife 
really must serve in many of the villages as the worker to help the 
mothers and the families and the children, 

UNICEF is helping this program and, all told, UNICEF has given 
supplies and equipment for something like 11,000 such centers. 

The majority of these are in the Asia region, but there are a number 
developing in the eastern Mediterranean and in the Americas, and 
also a few already in Africa. 

This is really the heart of the UNICEF program. 

The next big program that UNICEF has embarked on, is what we 
call mass health programs, because children suffer from diseases in 
laren numbers in very many of the underdeveloped countries. The 
first thing tackled was tuberculosis among children. An antitubereu- 
lar vaccination program was initiated in about 1948 in Europe, and 
then it spread to many countries in Asia and the eastern Mediter- 
ranean region. It is currently in action in many of the countries of 
the Americas. 

It is just starting in two or three countries in Africa. 

The next program that UNICEF embarked on was the control of 
malaria. 

Malaria, when it is prevalent in a country, hits children very severe- 
ly, and many little children die of malaria. As a matter of fact, in 
many malarious areas 75 percent of the children will be affected. It 
seemed to us on the Board of UNICEF that it was important to work 
out with the countries a way to put on mass campaigns to control 
malaria. 

This was started when it became well established that by spraying 
with DDT the houses in which they lived the cycle of malaria from 
mosquito to human beings and back again to mosquito could be broken. 
This spraying was undertaken in a number of countries by UNICEF. 

At this point, I would like to say that UNICEF does not do the 
technical aspect of this work. UNICEF's job is to provide supplies 
and equipment for programs that the countries propose. The techni- 

cal work is done by the World Health Organization, the WHO and 
UNIC EF work very closely together—there is very close coopera- 
tion—in order that these programs may succeed, and not duplicate 
each other in any way. 

I can assure you that there is no duplication in work between these 
organizations, because of the nature of the contribution that each 
makes to a particular project. 

Take for instance a malaria program, UNICEF will provide the 
DDT that is needed for spraying, and the spray guns that are used 
by the local people in these malarious areas to spray the inside of the 
houses, and WHO sends the expert to the country to help the country 
learn how to establish this program, develop it, extend it, expand it. 
So that the UNICEF takes no technical responsibility. The World 
Health Organization takes that completely. 
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I think this is necessary to understand, to realize how the program 
goes forward. 

UNICEF also has done a great deal in the field of feeding and nutri- 
tion for children and has done it through the contribution of skimmed 
milk and in the very early days in Europe of many kinds of food for 
children in the war-devastated countries. 

Today it is largely skimmed milk that is contributed through 
UNICEF. This skimmed milk is a high-protein-containing food, and 
children in many of these underdeveloped countries have very low 
protein content in their diets. 

Many little children suffer from extreme malnutrition because of 
this. So UNICEF decided that skimmed milk was one of the valuable 
contributions to be made to these countries. 

But in some of the tropical countries it is not possible for UNICEF 
to give dry skimmed milk, and it isn’t very easy for them to handle it. 
Sometimes if too much is sent at once, it may become sour and rancid. 

UNICEF is therefore interested in deve ‘loping new types of protein- 
containing foods which will keep in the Tropics and which can be used 
as food for children. 

The organization is now working with the Rockefeller Foundation 
which has contributed money for research in this field to find out how 
fish flour can be used and made into a safe and palatable food for 
children, how soybeans can be made into a palatable food, how peanut 
flour and sesame flour can be used. 

All these foods are good foods and can be used in the Tropics. 

A lot of work must be done to make them palatable, and so on. 
UNICEF is working on this. 

When the scientists come up with the answers to these questions, 
then UNICEF will be in the position to take these foods or to help 
in the production of the foods and then in distributing them to coun- 
tries and in getting the children adjusted to using a new kind of food, 
which is high protein. 

This is another one of the important programs, but this program 
UNICEF works out with the Food and Agriculture Organization 
because milk is really related to that group. 

UNICEF gives the milk and the Food and Agriculture Organiza 
tion advises the countries on the various uses of milk. 

In this particular program for protein-containing foods, the Food 
and Agriculture Organization is very important in developing these 
new good foods. They are all working together on this program. 

The fourth thing that UNICEF does is occasionally, today, to help 
inanemergency. In the beginning, the organization was set up as an 
emergency program to help countries in war-devastated Europe. Now 
it is only about 1 to 5 or 6 percent of the money that is ever used for 
emergencies because UNICEF has become a long-range program to 
support the programs in countries that must go on year after year. 

Now, you may ask whether the countries take over the programs that 
have been initiated by UNICEF. I can assure you that they do, just 
as fast as their economy permits them to do it, when they have the 
supplies within that country that UNICEF contributes. UNICEF 
only contributes supplies that the country does not have within itself. 
Something from outside must always be contributed to make a pro 
gram successful. 
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Many things have been done in that way. 

In the emergency field in the last year, India was helped with drugs; 
Japan with food for one of its disasters ; Korea with food; Pakistan 
with food in one of its flood areas; in Europe clothing was given for 
Hungarian refugee children; in Egypt, at Port Said, food and cloth- 
ing; and in Jordan, food. 

But these are the only emergency programs that have been de- 
veloped. 

One other program I would like to mention is the development 
of milk pasteurizing plants and milk-drying plants, because many 
countries have not had this type of est: ablishment for the protection and 
conservation of milk. 

Altogether, in these years—10 years, nearly—177 projects have been 
approved to help countries develop pasteurization of milk and milk- 
drying plants. Forty-three of these 177 are not yet in operation, but 
134 actually are in operation, and some 4 million children are bene- 
fitting from these particular plants. 

[ think that probably gives you some picture of the programs. 

One other type of health program I would like to mention is that 
of the control of yaws, whic h is a serious, crippling disease in the 
tropical countries. Sometimes as many as half the children in a 
country are infected with this. It isa spirochetal disease and develops 
in the form of ulcers and sores on the bodies and often involves bone 
as Well as the tissues. 

This disease is cured by one dose of penicillin. Sometimes it re- 
quires two doses, if it isa long, chronic disease. 

Now, if you take a little country like Haiti, which is right near us, in 
some parts of Haiti 50 percent of the population were infected with 
this disease. UNICEF and WHO, together, undertook to help Haiti 
put on a program to wipe yaws out of that ish: asl I think this started 
about 5 years ago. I can tell you that today, only about a half of 
1 percent of the people on that island have this disease. It has been 
a remarkable operation. 

Now, you take another country, like Indonesia, with many islands, 
nobody knows what proportion of the population is infected, but it 
is probably around 25 to 30, and it may be more. The problem is: 
How do you wipe it out in a country like Indonesia ? 

At least 5 or 6 years ago UNICEF and WHO started on this job. 
Now in Indonesia a very large number of children have been examined 
and have been treated to cure this disease. It will take probably 
another 8 years to completely eradicate yaws from Indonesia. But 
when this is done we have done something for the population that 
raises their stamina, their ability to work, their productive power, 
which is incredible, because this disease cripples adults and they may 
not be able to work to the extent they could without it. 

Though it may not kill many children—it does the littlest ones—it 
really is very devastating from the point of view of their physical 
health. 

So as we go ahead with programs like this, we are doing something 
for a country which is extraordins arily cood. 

How much does this cost? A dose of pee illin given in Indonesia 
costs something like 15 cents. UNICEF provides the penicillin. 
Indonesia provides the teams of workers to do the job. WHO gives 
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the technical advice on how to do it. The country, the two organiza- 
tions, the international organizations, work together to put these 
programs over. 

This, I think, perhaps gives you a sufficient picture of the total. 

I would like to go to the contributions that are made by the govern- 
ments. I have already said that in 1956, some 79 contributed. In 
1957 it is expected there will be well over 80. 

I have here a table that shows the contributions since the beginning, 
through the years, by these many countries, and the increased number 
that have contributed. I would like you to note—— 

Chairman CarnaHan. Would you like this to become part of the 
record ¢ 

Dr. Exior. Yes, Mr. Chairman, I would. 

Chairman CarNnaHan. Without objection, it will be made a part 
of the record. 

(The document is as follows:) 
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Dr. Exitor. Many of the receiving countries contribute to the 
fund, as well as supporting the projects for which they are receiving 
money from UNICEF. 

I have here also a summary of allocations by the oragnization set 
up in two different ways. One is by the geographic area to which 
the money goes. This shows by geographic area the regions of the 
world into which the money flows. 

Chairman CarnaHan. Without objection, this material will be 
made a part of the record. 

(The document is as follows:) 
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Dr. Extor. This completes my statement, Mr. Chairman. 

Chairman Carnanan. It is a delight to hear you talk about the 
Children’s Fund. We know that you are well informed on what 
they have been doing, and we know that the organization has many 
of the traces of your fine work and devotion through the years. 

Do you have any questions, Mr. Coffin ? 

Mr. Corrixn. No, Mr. Chairman. I have been very interested in 
hearing this account. It is the first firsthand account I have had of 
this organization. 

In looking at the table that you have just submitted for the record, 
I am under the impression that the amount contributed by the United 
Kingdom is rather low, compared to the stature of that country. 
That is, the figure for total contributions over the period 1947 to 1956 
is $2,700,000. Well, that is less than Thailand or Switzerland. It 
is not very much more than Yugoslavia. It is almost the same as 
New Zealand, and it is far less than Australia, and about half of 
France. 

I was wondering if there was any explanation for that. 

Dr. Exsor. I do not believe that I am competent to answer that 
question. 

The United Kingdom, as we all know, has lived through an economic 
period that has been tough. I am not competent to give any specific 
answer. 

Chairman CarnaHan. Contributions are also made by the countries 
who receive the aid? 

Dr. Exior. That is correct. Many countries are receiving aid who 
contribute. Their contributions are small, as a rule, but nevertheless 
they show good will in contributing to the organization which they 
believe belongs to all of them. The multilateral programs, such as 
this fund UNICEF—does contribute to countries tremendously because 
they feel it belongs to them, so they are very apt to contribute. 

The Executive Board of UNICEF controls the program. It really 
is an Executive Board, of which I have been a member for at least 5 
years. The Board is made up of 30 countries, today. It was made 
up of 26 until this year. 

Countries that have been members of the Board have changed. 
Every year a few change, so that many countries have been on the 
Board at one time or another. We have been on, of course, from the 
beginning. and presumably we W il] be there as long as the fund exists. 

Mr. Corrix. What is that debilitating disease that affects virtually 
all the Egyptians or all those who live beside the Nile? 

Dr. Exutor. Schistosomiasis. This is a disease which comes from 
an intestinal fluke. or worm, and is a disease which is transmitted from 
man to snail and back again through the water of the streams and 
the irrigation ditches in which man stands to work in the water. 
The man is infected by the larva, which the snail lays—that hatches 
from the eves of the snail. Man becomes infected again unless the 
sanitation of a country can be cleaned up or unless we find a way 
to kill off the snail vectors of the disease. this di ense will] otherwise 
gO on. 

In the laboratories of the Harvard School of Public Health, at which 
T am now working, there are studies now in process to try to learn 
how snails can be treated or how the water in which snails live can be 
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treated so that these snails can be killed off. This is one way to attack 
this disease. 

The other way would be to clean up all of the sanitation in the villages 
which, in a country like Egypt, is a terrific undertaking. Of course 
this needs to be done, and sooner or later it must be done. This disease 
could not flourish if men did not stand in the water to fish or to handle 
irrigation or to plant rice or to do any of those things. It is a compli- 
cated thing. 

Chairman Carnanan. Snails are considered quite a delicacy as food 
in some of the European countries. Is this disease transmitted by 
eating the snails? 

Dr. Extor. No. 

Mr. Corrrn. These aren’t considered delicacies, this type of snail ? 

Dr. Exior. Not these, probably, that are in the ditches and the rivers 
of Egypt. The snails in Europe, I expect, are European snails. 

Chairman Carnanan. I am not an authority on snails. I wouldn’t 
know whether I was eating the right kind. 

Dr. Exsor. I don’t think I could help you on that. 

Mr. Corrty. I think you have just changed our dietary habits. 

Chairman Carnanan. Do you have further questions ? 

Mr. Corrin. I have just one. 

This is perhaps not in your field, but you spoke of the work in 
Indonesia, and I couldn’t help thinking of the current unrest in 
Indonesia. 

I was wondering if you know in what regard the work of your or- 
ganization and the United Nations in general is held in there among 
all those islands. 

Dr. Evror I can tell you that the work of the World Health Organi- 
zation, the Food and Agriculture Organization, UNICEF, many of 
these organizations, the work is highly regarded by these countries. 
They give utmost cooperation to U NICEF, to WHO, in developing 
various programs, 

For instance, in the control of this disease, yaws, that I have spoken 
of, as a village is cleaned up and all the children are cured ef the dis- 
ease, the effort is now being made to establish a maternal and child 
health center in that village so that there can be a permanent place 
to which mothers can constantly go and take their children for guid- 
ance about the health of the children. 

Now, if a child comes down with yaws, there would be a spot for the 
mother to go and report this. The cooperation is really great. In 
all of the countries f may say it is. 

Take, for instance, trachoma—this is another disease that the organi- 
zation is working on. This is a disease of the eye, where the children 
are being helped who have this disease. The cooperation was also 
incredibly 2000 where leprosy iS being helped, in Nigeria, for instance. 

Chairman Gorpon. Can you cure permane mntly ? 

Dr. Exior. In many cases; yes, it becomes a permanent cure. In 
the old, chronic cases it still goes on. But at least the people can be 
free. And one of the things that has happened since these programs 
were started is that the lepers themselves are no longer ashamed to 
come out and go to the place where treatment is available. 

This is one of the incredible things that has been happening. I 
would like to emphasize that the medical side of this is done by WHO. 
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UNICEF provides the sulfone drugs for this particular project in 
Nigeria, for instance. There they have 900,000 lepers, by the latest 
count. They can be cured or made safe. 

Chairman Gorpon. Is the eyesight permanently impaired ? 

Dr. Exsor. In many cases if it goes on a long time the individuals 
are blinded. But, again, this can be cured with sulfadiazine. 

Chairman Gorpon. We are fortunate that in this country we don’t 
have it. 

Dr. Exror. We used to have it in our Southwest. 

Chairman Gorpon. I am sorry to have interrupted, Mr. Coffin. 

Mr. Corrin. Mr. Chairman, you may interrupt at any time. 

I was interested in one comment you made, Dr. Eliot, with regard 
to the program in all countries where you are able to arrest or stop or 
eradicate a disease such as yaws. The callow statement is sometimes 
made that in a sense it solves nothing to lower the death rate in many 
overcrowded countries, because that will just increase the problem of 
making a higher standard of living, and, therefore, political stability 
impossible. 

Now, there is one argument to that which is the humanitarian one 
that says that it is sufficient if we help these people to live, and we 
have to work out the problem of raising their standard of living. 

But you have suggested that there might be a very practical answer. 

I would be interested to know to what extent it is true, that by wip- 
ing out or lessening the disease, you strengthen the labor force and 
the energy of the people so that they themselves are able to better 
their condition. Now that is something I hadn’t thought of. I won- 
der to what extent it out weighs the fact that thousands and thousands 
more infants are able to live and survive. 

Dr. Exisor. I would like to tell you a brief story about one project 
in the malaria field. 

Back in 1949 the World Health Organization with the help of 
UNICEF, started a small malaria-control project toward the north 
part of India in a part of the country that was a jungle—practically 
ad jungle— but people were livi ing there and people were infected w ith 
malaria. 

As they began to control malaria in village after village, the people 
were amazed that this could happen. The first thing they knew, other 
people had come to try to live in the same area. They wanted to live 
where there was no malaria. 

The next thing that happened was that FAO joined with WHO 
and the Government of India and said, “Let us see what can be done to 
produce more crops in this area.” 

Now, this was quite an undertaking. They had to put in bulldozers 
to clean out the jungle and to develop the land. It was very rich 
land. Gradually they have cleared many acres. I don’t know, maybe 
500 or a thousand acres of land have been brought back into produc- 
tion. The workers have moved in. Sugarcane has been planted. Once 
they started a lot of sugarcane, there had to be a sugar mill. So the 
next thing that happened was that India provided the sugar mill, 
with the technical assistance of FAO. 

Here, I am trying to illustrate how one health program makes it 
possible not only for people to be healthier but for them to produce 
much more food so that they themselves will be fed better. And so 
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that the whole country of India sooner or later may be fed better. 
Now, here is a part of the answer to what you are asking. Malaria is 
a disease that really keeps people out of work a good many days a year. 
It also means that they are so debilitated that the »y can only work about 
half speed. 

When they are cured of malaria and they do not have recurring at- 
tacks, then they can go to work and the country can hope to really use 
a man, full power. 

There is a big job to be done in all of these countries not only to 
develop the economic aspects, as you have said, but to really be able 
to feed people properly. 

India has the lowest caloric diet per capita of any country that we 
know of. India needs more food. When India gets more food, more 
children will grow up, to be sure, but you wipe out these diseases and 
they can produce much more both industrially and agriculturally. So 
that the economy of the country will gradually rise. As the popula- 
tion grows, there will be more mouths to be fed but the production will 
increase, and ultimately level off at some place where all the people 
can be better taken care of. 

Mr. Corrry. Thank you. 

Chairman Carnanan. Do you believe, Dr. Eliot, that many of the 
underdeveloped countries have the potential resources to develop a 
much higher standard of living for themselves if their human element 
can be brought into full production of food and consumer goods ? 

Dr. Exior. That is right. 

Then also there is the bringing in of enough people, or training 
enough people to undertake the health work that is needed to be un- 
dertaken. UNICEF money and WHO money combined do a great 
deal in training these midwives, training nurses, and recently a new 
program by which there will be some training for doctors who deal 
with children. 

This is a very important part of the total program. 

Chairman CarnaHan. You know there are those who say we are 
working at an impossible task, because it is contended that so many sec- 
tions of the world don’t have the potential to support a high standard 
of living. 

Dr. Exror. I think they have the potentiality. It will take time to 
reach a maximum, of course. 

Mr. Corrtn. Perhaps this has been covered, but on page 2 of the 
formal statement of Mr. Wilcox, in explaining the importance of in- 
creasing our pledge to $11 million you say that this action will stimu- 
late added contributions and thereby enable UNICEF to cover addi- 
tional areas of need. 

At the moment, I am not sure whether the additional areas of need 
have been gone into. 

Dr. Exior. I did not pick that up but I can give you an answer on 
that. 

Mr. Corrix. It would be helpful to us to explain to our colleagues 
this need for increasing. 

Dr. Exior. I have spoken on the fact that UNICEF has helped 
equip and supply 11,000 maternal and child-health centers. This pro- 
gram is just beginning to develop. I can’t give you an estimate of 
how many centers there should be in due course, but it will be very 
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many more than that. And if this money is increased, the majority 
of the new money I believe will go into the maternal and child-welfare 
program. Now, the reason I say I believe this is true is that at a 
recent meeting - a committee which is called the Joint Health Policy 
Committee of UNICEF and WHO—(there is a joint committee of 
members of the executive boards of the two organizations, which J] 
attended in May in Geneva)—there was a great deal of discussion as 
to the area of extension of program if and when money is available. 
Everyone knows that all of these programs can be exte nded gradually 
in many countries. The decision in the group of this Joint Health 
Policy Committee was that the first emphasis should be placed on ex- 
tending these centers in small towns and in villages na providing 
good supervision for the local workers who are in these centers. 

This will spread gradually, year by year. 

A basic program was necessary for these people. How fast can it 
be done? It can’t be done too fast, because there is not the personnel 
to do it. Therefore, if we can have $11 million next year from this 
Government, and matched by the necessary amount from other gov- 
ernments, the two organizations together will be able to make some 
progress. 

Now, they will not make all the progress that is needed, but every 
bit that is made stimulates the governments to put in more money 
themselves. That is happening. 

Mr. Corrin. Then behind this increase is not any specific additional 
projects; it is just the recognition that this is an appropriate increase. 

Dr. Exsor. And that the field is so vastly uncovered. 

Mr. Corrin. That you couldn’t cover it anyhow. 

Dr. Exror. Not for a long time ahead. We must work at it with the 
governments so that they see the importance of the program and then 
gradually, as their economy is better, they will continue this same kind 
of thing themselves. 

Mr. Corrin. Do you have any figure in mind that would be brought 
into UNICEF by the action of the United States in increasing its 
allocation from $10 million to $11 million ? 

Dr. Exror. How much more would come in? Yes; I can tell you 
that. 

Mr. Corrry. Attributable to the extra $1 million. 

Dr. Exior. If the percent of our contribution is 5214 percent of the 
total, the total would prob: ably be some ‘thing on the order of $20 900,- 
000 for 1958. Now, the United States will contribute $11 million of 
that, and the other governments would have to raise $9,950,000 to draw 
down the United States contribution. So that there will be a total 
increase of nearly $2 million worth of program, if we put in this extra 
million dollars. 

Mr. Corrin. If we put in just $10 million, how much could we hope 
to get from other countries ? 

Dr. Exror. That is what we are putting in now, $10 million, and the 
other countries are having to appropriate $8,181,000. 

Mr. Corrin. Is it done on a formula basis? 

Dr. Exior. Well, let us a at this year. We say we are putting 
in $10 million, and this is £ tinea of the total. The total will, 
therefore, be $18,181,000, if we subtract our $10 million from that, 
then we know the other governments must contribute $8,181,000. 
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Among the governments there is no formula. The governments con- 
tribute on a voluntary basis. The Administrator, the Executive Direc- 
tor of the fund, and some of his staff, help by going to the governments 
and explaining to them the importance to them of their contribution 
and what this is all about. I think the staff of UNICEF has done a 
remarkable job in showing the other governments the great values of 
their contributing to this fund. 

Mr. Corrin. Thank you. 

Chairman Carnanan. Mr. Chairman—— 

Chairman Gorpon. I certainly want to compliment Dr. Eliot. I 
have no further questions. 

Chairman Carnanan. Mr. Wilcox, do you have anything else? 

Mr. Witcox. If I may cite one incident with respect to the coopera- 
tion of the World Health Organization and the Children’s Fund: The 
impact is being made in the local communities all over the world in 
the undeveloped areas. One of my staff members went into a local 
village in Thailand—I think, Mr. Chairman, this might just as well be 
off the record. 

Chairman CarnaHan. Off the record. 

( Discussion off the record.) 

Chairman CarnaHan. Back on the record. Are there further ques- 
tions or comments? ‘Thank you, Dr. Eliot and Mr. Wilcox. 

The committee will stand adjourned. 

(Whereupon, at 4: 30 p. m., the committee adjourned. ) 

(The following statements have been submitted for inclusion in the 
record :) 


AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., June 6, 1957. 


Hon. TnoMas 8S. GorDon, 
Chairman, House Foreign Affairs Committee, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN GORDON: I am enclosing a statement, with attachments, 
on the proposals of the administration for the Mutual Security Act of 1957. The 
statement represents the views of the American Federation of Labor and Con- 
gress of Industrial Organizations, and we hope that you will include it in the 
record of the hearings of your committee on this subject. 

Sincerely yours, 
ANDREW J. BIEMILLER, 
Dirictor, Department of Legislation. 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT OF LEGISLATION, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 
ON THE PROPOSED MUTUAL SecuRITY ACT OF 1957 


I appreciate this opportunity to present to the committee the recommendations 
of the American Federation of Labor and Congress of Industrial Organizations 
with respect to the proposed Mutual Security Act of 1957. 

The AFL and the CIO were among the first and stanchest supporters of the 
Marshall plan. That program has played a major role in restoring economic 
prosperity to Western Europe, thereby strengthening an important bastion in 
the struggle of the free world with totalitarian communism. In the point 4 
program, the United States recognized a new challenge and a new responsibility 
in the development of an effective program of economic and technical assistance 
to the underdeveloped countries of the world. 

Economic advancement of the underdeveloped countries is a goal attuned to 
the aspiring hopes of hundreds of millions of people who see for the first time the 
possibility of a better life for themselves and their children. It is an objective 
which will also strengthen our fundamental foreign-policy goals. Sound eco- 
nomic growth in the underdeveloped countries can help strengthen freedom and 
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democracy and weaken the forces of Soviet and other forms of totalitarianism. 

The resolution on foreign policy adopted by the AFL-CIO merger convention 
in December 1955 emphasized the need for integration of our foreign political 
and economic policies. I am attaching to my statement an excerpt from this 
resolution. 

The role of the United States in assisting the economic development of the 
underdeveloped countries is a limited one. All we can do is to help the people 
of those countries to help themselves. Yet our efforts, restricted though they 
may be, can help to stop the continued widening of the gap between the under 
developed countries and the industrially advanced nations. Indeed, our as 
sistance could well spell the difference between hope and hopelessness for the 
people of the underdeveloped countries. 

Your committee has had the benefit of a considerable number of studies and 
reports of individuals and groups who have analyzed foreign aid requirements. 
The broad scope of agreement on many aspects of this issue is noteworthy. 
Particularly significant has been the virtually unanimous opinion that our for- 
eign aid program serves to advance both our own national interest and the 
objectives of the entire free world and, therefore, must be continued. 

Let me state briefly the views of the AFL-CIO regarding the essential require- 
ments for an effective foreign aid program. 

1. We need a long-term program.—While the pace of development will vary 
from country to country, in most of the underdeveloped countries in the world, 
economic growth is a long-term objective requiring a long-term program. We, 
therefore, endorse the administration proposal for authorization of a continuing 
development loan fund to assist the economic development of the underdeveloped 
countries. We also strongly support the authorization of the capital for a 
3-year period although, as I shall indicate, we believe that the amount of funds 
authorized is inadequate. 

2. Military and cconomic assistance programs should be separated.—There 
has been virtually no dissent from the proposal for separating so-called defense 
support as well as military assistance from the economic aid program, The 
AFL-CIO does not question the continued need for both military assistance and 
defense support programs. The size of these programs and the types of aid 
they should provide are essentially. military questions which should be decided 
on the basis of military considerations. We insist that neither the size of mili- 
tary programs nor the length of time they must continue should detract in any 
way from recognition of the need for economic aid to the underdeveloped areas, 

3. Aid for economic development should take several forms, including grants, 
loans, technical assistance, and utilization of farm surpluses.—We take issue 
particularly with the exclusion from the administration’s proposals of grants 
as an appropriate type of assistance to underdeveloped countries. Grants are 
still needed in limited amounts to provide the spark for economic development in 
the first stages of economic growth. 

4. The fruits of the economic development program should be widely shared 
by the people of the underdeveloped countrics.—-Minimum labor standards should 
be required on all projects undertaken with economic assistance funds. In 
addition, following the principle of the Benton-Moody and Thye amendments to 
past mutual security acts, continued encouragement should be given to the de- 
velopment of strong democratic institutions such as cooperatives and trade unions 
in the underdeveloped countries as a fundamental part of the economic expansion 
program. 

5. Increased emphasis should be directed toward the possibilities for channeling 
economic aid through international agencies.—This makes sense for the United 
States, because it has the obvious advantage of spreading the burden of economic 
aid to other countries to the extent of their capabilities. The success of the 
United Nations specialized agencies points to expansion of multilateral efforts. 
We would particularly urge sympathetic consideration of the proposal for the 
Special United Nations Fund for Economic Development (SUNFED) which 
would be established to make grants and loans to underdeveloped countries where 
funds from other sources are not available. 

6. Sufficient funds should be made available to assure an effective program, 
The administration has requested authorization for an appropriation for the 
proposed development loan fund of $500 million for fiscal 1958 and authorization 
to borrow $750 million in each of the next 2 fiscal years. We believe that 
a larger authorization is fully justified and would help to assure a more effective 
program to aid economic growth in the underdeveloped countries. Let me em- 
phasize that we are fully aware that the amount of foreign capital these coun- 
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tries can productively absorb is decidedly limited, but the full amount that can 
be effectively utilized should be available. Our domestic economy could easily 
sustain an authorization considerably larger than the amount requested for 
assistance to the underdeveloped areas. Provision of such additional funds 
would greatly enhance the effectiveness of the program. 

In the current (May 1957) issue of Labor’s Economie Review, we have set 
forth a more detailed analysis of the requirements for a foreign aid program. 
This document is attached as an an appendix to my statement. 

In conclusion, I wish to reemphasize the strong conviction of organized labor 
that a long-term, continuing, effective foreign aid program must be a fundamental 
and essential part of our overall foreign policy. The AFL-CIO looks to your com- 
mittee to recommend enactment of a program which will bring new hope for 
progress to the people of the underdeveloped countries and new strength to the 
free world in the continuing struggle against Soviet imperialism. 


Excerpts From AFL-CIO RESOLUTION ON FOREIGN PoLicy, ADOrpTED DECEMBER 
1955 BY THE FIRST CONSTITUTIONAL CONVENTION OF THE AMERICAN F FEDERATION 
OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Effective foreign policy cannot be improvised and piecemeal. It must have a 
clear and definite orientation and be consistent, sustained and vigorous in its 
application. Its motivating and paramount aims must be the mobilization of all 
our moral and material resources for developing a system of international rela- 
tionships to maintain peace, protect freedom and national security, and enable 
a growing population to enjoy a rising standard of living. 

Integration of our foreign political and economic policies is essential, if the 
great technical resources and mighty industrial potential of the United States 
are to be geared to increasing the productivity, raising the purchasing power, 
and improving the living standards especially of those economically underdevel- 
oped countries which are devoted to human liberty and peace. 

Undeveloped and underdeveloped continents and regions, where many hun- 
dreds of millions nurse their grievances and their hopes—constitute a fertile 
field for Communist operations. In dealing with rudimentary human problems 
the world over, we must be concerned primarily with two immediate needs—the 
need for food, health, and irrigation in the underdeveloped countries, and the 
burning desire for independence and equality. By ministering to such funda- 
mental needs we will be on firmer ground as we seek to win new adherents to 
the free world. 

We know that communism is a false solution; we believe that democracy is 
the true solution. Communism is weakened when democracy is strengthened. 
The representatives of democracy must go out into the underdeveloped regions 
with specific plans, programs, and projects to help raise living standards, for 
helping to end all colonialism, for winning these peoples as equal members of 
the free world community. Thus we will make it possible for them to have a 
stake in the defense of a civilization worth defending. 

Our country has done some of this. UNRRA was a beginning. American 
labor supported the Marshall plan because it was conceived and largely admin- 
istered in this spirit. Point 4 was an imaginative gesture in the same direction 
but tragically all too little. Toward the same end, the Special United Nations 
Fund for Economic Development (SUNFED) provides real possibilities for de- 
veloping and expanding worthy projects for the fundamental improvement of the 
economic conditions of the needy peoples. Our responsibilities include, but are 
not limited to, a firm and effective military defense of established positions against 
Communist subversion and aggression. Positive measures for social and eco- 
nomic betterment are an indispensable part of the program for the defense and 
victory of the free world. 


[From Labor's Economic Review, published by AFL-CIO, May 1957] 


From AFL-CIO Resolution on Foreign Policy.‘Integration of our for- 
eign political and economic policies is essential, if the great technical re- 
sources and mighty industrial potential of the United States are to be geared 
to increasing the productivity, raising the purchasing power, and improving 
the living standards especially of those economically underdeveloped coun- 
tries which are devoted to human liberty and peace.” 
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CHALLENGE TO AMERICANS: AID TO UNDERDEVELOPED COUNTRIES 


Two-thirds of the people of the world—nearly 2 billion men, women, and chil- 
dren—live in the underdeveloped countries of Asia, Africa, and Latin America. 
Most of them have known poverty all of their lives, but today new aspirations for 
economic growth have awakened their hopes for a better way of life. 

There are many differences among the people in the underdeveloped countries 
and in the countries themselves. They share in common only their poverty. And 
increasingly they share also the aspiration for a better life. 

Indeed, this awakening ambition for self-improvement is at once both the hope 
and the challenge of all mankind. It is the wonder of our age that hundreds of 
millions of people in every part of the globe are no longer resigned to the per- 
petual poverty that they and their ancestors have always known. 

But this very desire for economic development and political recognition has 
created an explosive situation. We must recognize that even though the United 
States may be the most powerful nation on the face of the globe, it is not at all 
impossible that the torch which has been lighted in the underdeveloped areas can 
blow up in our faces. In fact, the outcome of what may be the most important 
scecial and economic revolution in the history of man may depend in large meas- 
ure on what we do and, perhaps even more important, what we might fail to do. 

This does not mean that the economic development of the underdeveloped 
countries is a task which America can accomplish. It is not. Economic growth 
in the areas is, whether we like it or not, a goal which must be won primarily 
by the people living in those countries. All we can do is to help them to help 
themselves. What we can effectively do to aid economic growth in the under- 
developed areas is quite limited. Yet, for the people in these countries seeking 
to pull themselves up by their own bootstraps, our assistance could spell the 
difference between hope and hopelessness. 


LIVING CONDITIONS IN THE UNDERDEVELOPED AREAS 


Countries are considered to be economically advanced, if output (gross na- 
tional product) per person is $750 or more. In this category are the United 
States, Canada, most of Western Europe, Australia, and New Zealand. In 1955, 
output per person in the United States was $2,348, highest in the world. Coun- 
tries like the Soviet Union and a few countries in central and eastern Europe 
are in an intermediate stage of economic development with per capita output 
between $300 and $750. 

Whether judged by numbers of inhabitants or by the land area which they 
occupy, most of the world is economically underdeveloped. If output per per- 
son of $250 per year or less may be taken as a rough indicator of economic under- 
development, then we find that all of the countries in Asia, Africa, and the Near 
East and most of Latin America are economically underdeveloped. In fact, 
more than 70 percent of the nearly 2.7 billion persons in the world’s population 
live in countries which have still to emerge from essentially primitive economies. 
As the chart indicates, the underdeveloped countries account for a tiny fraction 
of the world’s income. 

One common element in the economic life of the underdeveloped areas is the 
lack of productive industry and the large proportion of the population tied to 
the land alone, depending on subsistence agriculture as their sole source of 
income. 

Not all underdeveloped countries are overpopulated, but many of them are. 
The problem is particularly acute where there is a large rural population with 
a relative scarcity of fertile land and other natural resources. In such areas, 
there is a particularly urgent need to make the best possible use of the land and 
especially to develop industry, trade and other nonagricultural sources of 
employment. 

In general then, an underdeveloped country is one in which the annual 
outnut per person is below $250. It is generally overpopulated, at least in relation 
to the productivity of its economy. The country lacks extensive educational, 
health, and sanitation facilities; technology is antiquated and inefficient; most 
of the population is engaged in subsistence agriculture; and the economy has 
shown little capacity to grow unaided. 

Cold figures do not begin to describe the abysmally low level of living of the 
great mass of people in the underdeveloped areas. Here are a few facts on how 
two-thirds of the human race eke out their existence: 
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Food.—In most of Asia and Africa, there is a “hungry season” before every 
harvest, and most people know hunger during part of their lives. The average 
diet is only 2,000 calories, at least one-third less than in developed countries. 
There is no variety in foods. Meals consist principally of one or two staple 
items. 

Health.—Life expectancy in underdeveloped countries is only about 30 years. 
Diseases like malaria, dysentery, hookworm, and trachoma are widespread. The 
Belgian Royal Colonial Institute reported in 1954 that in the tribal areas of the 
Belgian Congo nearly everyone suffers from parasitic worms of the blood and 
the intestines, malaria, and yaws and the incidence of both gonorrhea and 
syphilis is very high. Yet in the Belgian Congo, as in all underdeveloped areas, 
doctors are few, and, for most people, no hospitals are available. 

Education.—More than three-fourths of the people in the underdeveloped coun- 
tries cannot read or write. Schools are scarce, and higher education is only for 
the wealthiest families. 

The result is a vicious circle of low food supply, poor health, and illiteracy. 
Poor people cannot afford the fertilizer, irrigation, or tools to grow more food. 
Malnutrition makes them more susceptible to debilitating diseases. Sickness 
and lack of food sap their energies while lack of educational facilities prevents 
them from learning the new skills and technology needed for economic growth 
und higher income. 





THE PATH TO ECONOMIC GROWTH 


These are the conditions which are typical in the underdeveloped areas. How 
can the people in these areas launch themselves on the path of economic growth? 
Their task is a most difficult one indeed. They cannot achieve economic growth 
unless they can somehow expand the productive capacities of their now primitive 
economies. 

To do this, they must do two things. They must, either through their own ef- 
forts or with assistance from the outside or through some combination of the 
two, add to the capital stock of their society. This new capital takes the form 
of roads, bridges, powerplants, communication facilities, irrigation, fertilizers, 
machinery, factories—anything that will increase the total amount of goods 
and serveces their economies can produce. Assistance for the expansion of capital 
stock in the underdeveloped areas is called “aid for economic development” or 
more briefly, “economic aid.” 

In addition, they must develop the skills, the know-how, the experience and, 
of particular importance, freedom from energy-sapping diseases, which will per- 
mit them to efficiently utilize the new capital stock. This calls for educational, 
training, health and community development programs. Programs aimed at 
enhancing the skills or know-how in underdeveloped areas are known as “tech- 
nical assistance.” 

The economie aid program has as its goal the most effective utilization of 
physical resources. Technical assistance seeks to achieve the maximum utiliza- 
tion of human resources. 


FOREIGN AID IN THE POSTWAR PERIOD 


The first phase of our economic aid program after World War II was directed 
toward assisting in reviving and modernizing the economies of the nations of 
Western Europe. The Marshall plan program of economic aid to Europe was 
launched in 1948 with overwhelming bipartisan support as an effort to help the 
people of Western Europe to reconstruct their war-ravished societies. The AFL 
and CIO were among the first and staunchest supporters of the Marshall plan. 

This program has been successful. In a relatively few years economic pros- 
perity has been restored to the free nations of Europe, and these nations are now 
standing economically on their own feet. While we are still giving some military 
aid to these countries, they no longer want nor are receiving an appreciable 
amount of economic aid. Yet many people mistakenly think that we are still 
giving a large amount of economic assistance to Europe. 

Economic aid to the advanced countries of Western Europe has virtually 
ceased. But economie aid to the underdeveloped countries has hardly begun. 
Unlike the postwar economic recovery of Europe, which could be achieved in a 
relatively few years, economic development of the underdeveloped countries is 
a long-term objective requiring a long-term program. 

Nearly all of our foreign aid today is being used either for outright military 
assistance programs or for programs closely related to military objectives. In 
fact, only 10 percent is allocated for economic aid in underdeveloped countries 
with nearly 1 billion population. 
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Last year Congress appropriated a total of $3.8 billion for all foreign aid pro- 
grams. Over $2 billion of this amount, 54 percent, went for military assistance. 
It involved sending military supplies to the countries with which we have mili- 
tary agreements. 

Another $1.2 billion was used in defense support to furnish nonmilitary goods 
and services to military allies. This undoubtedly aids their economies but the 
primary purpose is to permit them to finance larger military establishments 
than their economies could otherwise sustain. About $200 million was used 
for emergency relief contributions to international agencies and for adininis- 
trative costs. 

This left only $385 million, or 10 percent, of total foreign aid funds, of which 
$250 million was for economic development in all of the countries with which the 
United States does not have military agreements and $135 million was for 
technical assistance to all countries including military allies. 
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The distribution of our nonmilitary assistance has generally followed United 
States military commitments. Roughly two-thirds of United States nonmilitary 
aid goes to six countries: Korea, Taiwan (Formosa), Vietnam, Turkey, Paki- 
stan, and Iran, with a combined population of 170 million. The remaining one- 
third is spread over other underdeveloped countries of the free world with a 
population of 900 million. 


WHAT AMERICA CAN DO 


The AFL-CIO does not question the continued need for both military assistance 
and defense support programs. There can be no question of military assistance 
versus aid for economic development. As long as the Soviet threat to world 
peace continues, this country will continue to maintain a large-scale military 
assistance program. The size of this program and the types of military aid it 
should provide are essentially military questions. These are matters which 
must be decided by military experts on the basis of military considerations. 

Neither the size of the military aid program nor the length of time is must 
continue should be permitted to have any bearing whatsoever on the recognition 
of the need for an adequate program of aid for the economic growth of the 
underdeveloped areas. Indeed, even if the threat of Soviet aggression were 
somehow to be dispelled, it would not diminish by an iota the need for an effec- 
tive program of economic assistance to the underdeveloped areas. 


WHAT ECONOMIC AID CAN ACCOMPLISII 


Let us see why we need an effective program of aid for economic development 
of the underdeveloped countries, and what such a program can accomplish. 

No two underdeveloped areas are alike. The people in these areas are of 
many different cultures and races. Natural resources in these areas vary widely 
too. Therefore a determination of exactly what measures and what types of 
assistance will most effectively enhance economic development would require a 
detailed study of each country. Nevertheless, experts agree that certain gen- 
eralizations can be made regarding the stages of economic growth of under- 
developed areas. 

There seem to be three periods in the cycle of economic expansion: First, a 
period during which the groundwork is laid for future economic progress. Dur- 
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ing this period foreign aid can be used to help break the chains of a primitive 
economy by the introduction of local community development primarily at the 
village level, improved civil service, educational and health programs, agricul- 
tural research, and development of transportation and communication facilities. 

Second, a stage described as the “takeoff” in which the rocky road is traversed 
from a primitive stagnating economy to a position where sustained economic 
growth becomes achievable. During this most critical stage of economic develop- 
ment, foreign aid can spell the difference between success and failure by helping 
to eliminate bottlenecks blocking economic expansion. 

Finally, a longer stage of regular, if not always steady, growth follows in which 
the margin for investment of the country’s own resources, as well as the possibili- 
ties for investment by both domestic and foreign private investors expand. With 
increasing reliance on the country’s own resources for its further development, 
the need for foreign aid can taper off. 

The specific way in which our foreign aid can help the economic growth of the 
underdeveloped areas can best be seen by describing some projects which have 
already been undertaken. Here are a few: 

The economy of Nepal* has been severely handicapped by a lack of transpor- 
tation facilities and the high incidence of malaria which has confined the bulk of 
the population to a small malaria-free area. The United States-aided Rapti 
Valley project involving construction of a 50-mile access road, a malaria-control 
program, and land and soil surveys will provide approximately 34,500 acres of 
land for cultivation and settlement of landless families and will contribute sub- 
stantially toward overcoming the food deficit in Nepal. 

The United States is assisting in the development of an Asian Nuclear Research 
and Training Center located in the Philippines. When completed, it will be a 
major regional facility for research, training, and development of practical appli- 
cation of atomic energy to the problems of the whole area of free Asia. It repre- 
sents a_pioneering effort to achieve close cooperation of a large group of coun- 
tries of diversified interests and cultures. 

In Iran, where 80 percent of the people can neither read nor write, an almost 
insignificant amount of American assistance has made possible a very significant 
educational achievement. Children of nomadic tribes now attend 73 tribal 
schools which are set up in tents and go with the tribes as they migrate. In one 
of these tribal schools, after only 7 months, all children passed first grade exami- 
nations and some even passed the third grade. The total United States con- 
tribution was $21,000 while the tribes themselves contributed the equivalent 
of $45,000 in salaries, transportation, waterbags, and food. 

United States assistance, through a labor program instituted in 1951, has 
done much to help to eradicate labor conditions in the Philippines which con- 
stituted a major threat to the economic security of the country. United States 
labor specialists have assisted the Philippine Government in the development 
of labor legislation, reorganization of the Philippine Department of Labor, and 
establishment of a workers’ education program. These efforts, which have 
been geared to improving the living and working standards of the Philippine 
people and the development of free and democratic trade unions, have been instru- 
mental in curtailing internal unrest stirred up by the Communist Huk movement 
and in strengthening the democratic orientation of the Philippines toward the 
free world 

REQUIREMENTS FOR A PROGRAM 


These are the basic requirements for an effective foreign aid program: 


1. We need a long-term program 

A short-term crash program won’t do the job. While the pace of develop- 
ment will vary in each country, in many countries economic growth will continue 
to be a critical problem for a long time. During this crucial period, foreign 
assistance will be needed to sustain economic expansion and to assure political 
independence. In addition, a long-term program is needed because efficient use 
of capital requires assurance of the future availability of capital. Besides, 
training is time consuming and the most worthwhile projects require several 
years for completion. 

Until now, our economic assistance program has operated under annual au- 
thorization, as well as annual appropriation. The authorization voted by the 





1Nepal is a kingdom situated between Tibet, which is dominated by Communist China 
and Indis Although vigorously wooed by Red China, Nepal has been under strong 
Indian influence. 
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Congress is aiways more than the actual appropriation which the same Con- 
gress later approves. This annual “numbers game” has hampered the long-term 
planning without which no foreign aid program can be successful. An effective 
foreign aid program should be authorized on a long-range basis with congres- 
sional authorization for a long-term program. 
2, Military and economic aid programs should be separated 

They are different programs with different objectives. Each program should 
be supported with whatever funds are needed for its successful operation. 
3. Aid for economic development must take several forms 

Grants will be needed to provide the spark for economic development in the 
first stages of economic growth when none of the country’s own resources can 
be spared for repayment of loans. 


“Really, Cinderella! We're Not Made of Money!” 
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Loans at a low interest rate with a longer payment period are appropriate 
when the country has advanced to the point where it can reasonably expect, if 
sufficient time is permitted and the required payments are not excessive, to pay 
back the loans, but where the return for private capital is insufficient to attract 
private investment. Both the International Bank for Reconstruction and De- 
velopment, a U. N. institution, and the Export-Import Bank, a United States 
agency, make loans for economic development, but only short-term, high-interest 
loans on a strict commercial basis. The result is that almost no funds have 
been available to underdeveloped countries from these sources for the most 
urgently needed development projects which are likely, at best, to have only 
long-term revenue yielding potentialities. 

Encouragement of private investment is desirable, but it is likely to play 
a limited role until the more advanced stages of economic development. This is 
because the fields of investment most urgently required in underdeveloped coun- 
tries are not likely to be attractive to private foreign investors. 

Technical assistance is needed to develop the human resources without which 
sustained economic growth is impossible. It involves such programs as health 
and sanitation programs, eradication of illiteracy, vocational training, develop- 
ment of managerial skills, and a host of other programs. In addition, technical 
assistance, particularly through actual exchange of persons, should help to de- 
velop nonvocational education, efficient public administration, social-security 
programs, and free trade unions as well as other programs and institutions 
essential for overall economic development. 

Farm surpluses, both food and fiber, should be used in our economic program 
within the limitations of our own needs and to the extent possible without dis- 
rupting the agricultural economy of the underdeveloped countries. 

5. It is essential that the fruits of the economic development program be widely 
shared by the people of the underdeveloped countries 

One way of assuring this is to require maintenance of minimum labor stand- 
ards on all projects undertaken with economic assistance funds. In addition, 
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every possible encouragement should be given to the development of strong dem- 
ocratic trade unions in the underdeveloped countries as a fundamental part of 
the economic expansion program. 


5. Increased emphasis should be directed to the possibilities for channeling 
economic aid through international agencies 


For us, this has the obvious advantage of spreading the burden of economic 
aid to other countries to the extent of their capabilities. In the recipient coun- 
tries there is likely to be less of a sense of stigma in accepting aid rfom an inter- 
national agency than from a single powerful nation, 

Although strictly limited to finances and manpower, the programs of such 
U. N. specialized agencies as the Food and Agricultural Organization (FAO), 
World Health Organization (WHO), United Nations Educational, Scientific, and 
Cultural Organization (UNESCO), and International Labor Organization (ILO) 
have been notably successful. 

Various suggestions have been made for expanding aid from international 
sources. Perhaps one worthy of particular consideration is the proposal for 
the Special United Nations Fund for Economic Development (SUNFED) which 
would be established to make both grants and loans available to underdeveloped 
countries within a broad program for stimulating economic growth. The func- 
tion of SUNFED would be to finance investments in economic and social devel- 
opment in underdeveloped countries which are an integral part of an overall 
program designed to achieve a rise in national income. Applications for assist- 
ance would be received only for projects which could not be fully financed by 
private capital, the International Bank, or other lending agencies. As proposed 
by a U.N. report, the activities of SUNFED would get underway when a mini- 
mum of $250 million is pledged by at least 30 contributing governments. 


6. Gradual removal of trade barriers is essential for the success of economic 
development programs 

The underdeveloped areas need markets for their products in the more ad- 
vanced countries, and they in turn can provide markets for the machinery and 
equipment they must have for their own economic development. The United 
States should take the leadership on a reciprocal basis in lowering tariffs and 
removing restrictions upon trade. 

The spotlight of research and public discussion has recently been focused on 
foreign aid. Exhaustive studies have been made by experts in a number of uni- 
versities and research centers. In addition, reports on foreign aid have been 
issued by two committees appointed by the President, one headed by Benjamin 
Fairless and the other by Eric Johnston, as well as a Special Senate Committee 
To Study the Foreign Aid Program. 

While these individuals and groups have not been unanimous in their recom- 
mendations, the scope of agreement (with the single notable exception of the 
Fairless Committee) has been surprisingly broad in the kind of program we 
have set forth above. This concensus does much to discredit the idea that foreign 
aid is a controversial matter. 


WHAT WILL IT COST 


Those who have studied the requirements for an effective program to aid 
the underdevelopment countries agree that a huge giveaway program is neither 
necessary nor desirable to assist in the development of the underdeveloped 
areas. The amount of additional foreign capital they can productively absorb 
is decidedly limited, particularly during the first few years of an economic devel- 
opment program. Professors Millikan and Rostow, who have made perhaps the 
most definitive study of foreign aid requirements, have concluded that the under- 
developed areas could productively absorb $2.5 to $3.5 billion a year. Not all 
of this amount, however, would have to come from United States funds. 


?Max F. Millikan and W. W. Rostow. A Proposal—Key to an Effective Foreign 
Policy. New York: Harper's, 1957. 
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The sources of $3.5 billion a year might break down as follows: 


Grants: Million 
United States contribution................---.-.---~-----~--------- $360 
I NU I a wes eniat rm ninetcienteiini acnchesepin eins 240 

I ee cabana eres cmb civn bc st ti en lp a 500 

iar UR RG RN I aca eenkssesiopgne nh een en dnareneneneoenen 400 

Public loans: United States contribution.......................~--.. se 1, 700 

I cenit 300 
I ea a i a anc lca np cpa lesa cena cam egiacageiniaeh 3, 500 


Thus, the maximum United States contribution for both loans and grants 
would be about $2 billion a year, of which 80 percent would be in the form of 
loans. The actual amount would probably be much less, probably about $1.5 
billion a year, according to Millikan and Rostow. They suggest an initial con- 
gressional appropriation for allocation over a 5-year period with the expectation 
that a portion of the funds probably would not be used. 

There can be no question that our economy can easily sustain the $2 billion 
a year required for an adequate economic assistance program. Our total national 
output is growing at the rate of 3 to 4 percent or about $12 to $16 billion a year. 
It would require, therefore, nor more than one-sixth, and probably less, of the 
increase in each year’s output to finance an effective economic aid program. 

Certainly we can afford such action. Indeed we cannot afford not to take 
such action, and the American people know it despite all the propaganda of 
isolationists and other opponents of foreign aid. In a recent public opinion 
poll, 64 percent said that aid to foreign countries helps the United States. 


FOREIGN AID SERVES AMERICA’S BEST INTEREST 


Our foreign aid program has a twofold objective. First and foremost is the 
economic objective of developing the economies and improving the standard of 
living of the underdeveloped areas. This humanitarian objective must be at 
the core of our effort. 

But we also have a political objective. It is the same political objective we 
have in every phase of our foreign policy. That is to strengthen the forces of 
freedom and democracy and to weaken the forces of Soviet and other forms of 
totalitarianism. 

The rulers of the Soviet Union will strive their utmost to prevent us from 
achieving this objective. One means they attempt to use is to utilize their 
own program of economic aid to win the sympathy and support of the under 
developed areas. In the single year 1955, the Soviet Union and Czechoslovakia 
are reported to have extended nearly $600 million in credits for economic and 
technical assistance. Russia and her allies have offered assistance or actually 
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concluded economic agreements with Burma, Indonesia, Ceylon, Pakistan, Thai- 
land, Cambodia, Syria, Lebanon, Iran, Liberia, Ethiopia and Sudan.* 

Even though the resources of the Soviet Union are much more limited than 
ours totalitarian controls over their economy permit the Soviet rulers to offer 
substantial amounts of economic assistance to the underdeveloped areas in 
return for neutrality or even actual support in the international political arena. 
We must face the fact that the underdeveloped countries will be strongly tempted 
to accept Soviet economic assistance if they are unable to obtain aid for their 
economic expansion from the United States. 

Thus economic aid from the United States can play a direct role in weakening 
the forces of Soviet totalitarianism. In the more positive sense, it can help 
create the conditions for development of freedom and democracy in the under- 
developed areas. 

No foreign aid program can guarantee that these underdeveloped countries 
will choose the path of democracy. We do know, however, that we can help 
to assure the kind of conditions in these countries in which they can, if they 
will, establish and maintain freedom and independence. 

Certainly this is a risk worth taking. In a real sense, the future of the world 
lies with the awakening millions in the underdeveloped areas. They are the 
majority of mankind. They see a new dawn of freedom and plenty awakening, 
if not for themselves, at least for their children and grandchildren. It is in 
our interest that they should know us as sympathetic friends, and that they 
should seek to emulate our ideals of freedom and justice. 

This does not mean that we can expect to bribe them with economic aid. It 
does not even mean that we can always be sure of their gratitude—for the 
giver may be envied rather than admired. But if we can help to wipe out 
disease and hunger and improve the well-being of hundreds of millions of people 
in the underdeveloped countries, we can do so knowing that we are helping to 
build a better and more peaceful world for ourselves and for all mankind. 


WHAT THEY SAY ABOUT FOREIGN AID 


“New forces and new nations stir and strive across the earth, with power to 
bring, by their fate, great good or great evil to the free world * * * one-third 
of all mankind has entered upon on historic struggle for a new freedom: freedom 
from grinding poverty. * * * For wherever in the world a people knows desperate 
want, there must appear at least a spark of hope, the hope of progress—or there 
will surely rise at last the flames of conflict.’—-Dwieut D. EISENHOWER. 

“* * * We must embark on a bold new program for making the benefits of our 
scientific advances and industrial progress available for the improvement and 
growth of underdeveloped areas. * * * More than half the people of the world 
are living in conditions approaching misery. * * * For the first time in history, 
humanity possess the knowledge and the skill to relieve the suffering of these 
people. * * * I believe that we should make available to peace-loving peoples the 
benefits of our store of technical knowledge in order to help them realize their 
aspirations for a better life. And, in cooperation with other nations, we should 
foster capital investment in areas needing development. * * * Only hy helping the 
least fortunate of its members to help themselves can the human family achieve 
the decent, satisfying life that is the right of all people.”——Harry S. TruMan. 

“The United States has a moral responsibility to assist, within the limits of 
our own capability, in the development of political stability and economic progress 
in the lesser developed areas of the world. Such assistance will not only help im- 
prove the living standards of millions of people who are still the victims of un- 
dernourishment, disease, and poverty, but it will also help build the military, 
economic, and political strength of the entire free world.’”—GrorRGE MEANY. 


’ Survey of East-West Trade in 1955 (Eighth Semiannual Report on Operations Under 
the Mutual Defense Assistance Control Act of 1951). 
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STATEMENT OF MATTHEW J. KUST, ATTORNEY-AT-LAW, FOR- 
MERLY LEGAL ADVISER TO AMERICAN EMBASSIES IN SOUTH 
AND SOUTHEAST ASIA 


In connection with the economic and technical assistance programs and member 
of the Program of International Legal Studies at Harvard University, setting 
forth a proposal for stimulating greater participation by American private en- 
terprise in the industrialization of the underindustrialized countries of the 
free world with appropriate draft amendment of Section 418 of the Mutual 
Security Act of 1954, as amended, to carry out the proposal 


A PROGRAM FOR AMERICAN PRIVATE INVESTMENT AND TECHNICAL ASSISTANCE 
IN U NDERINDUSTRIALIZED AREAS 


SUMMARY 


I. Since 1950 the United States Government has been offering economic and 
technical assistance to underindustrialized areas on a worldwide basis. In the 
fields of agriculture, health, and education this foreign aid has proved reasonably 
successful because the Government, with the participation of American universi- 
ties, colleges, and other nonprofit organizations, can marshal the best American 
knowledge and skill for the purpose. 

But these countries need and they want industrialization. For this, capital 
goods and technical knowledge from abroad are indispensible. In providing these 
our Government is greatly handicapped by inability to marshall the best American 
technical knowledge and skills. 

First, technology for industrialization is principally the property of American 
private enterprise. 

Second, the people most knowledgeable and skilled in industrial management 
and technology are employed by American private enterprise. 

Third, technology and technicians must usually go hand in hand. 

Finally, transmission of industrial knowledge and skills involves training of 
foreign managements, technical personnel, and skilled labor. 

Thus, assistance for industrialization is not readily within the province of our 
Government. 

Under its communistic regime, Russia, however, can send its best technology, 
technicians, and managers anywhere in the world to further its foreign policy. 
Since our Government cannot do the same under our private enterprise system, 
the problem is how to induce American private enterprise to send its capital, 
knowledge, and skills abroad in furtherance of our foreign economic policy. 

II. American business does not readily send its capital and technology abroad 
because of the many economic and political obstacles, risks, and costs involved. 

An industrial undertaking in an underindustrialized country must provide its 
own public-service facilities, operate in a narrow market where it cannot take 
advantage of mass-production techniques, train its own foreign technical and 
skilled personnel, and conduct business in an environment of strange business 
practices, unfamiliar laws, and language barriers. 

American business finds it hard to induce its managerial and technical per- 
sonnel to go to these countries because of unfavorable climatic and health con- 
ditions and numerous social and cultural disadvantages. The economic and poli- 
tical situation in many of these countries increases the risk of inconvertibility 
of foreign currencies, expropriation, and damage due to riot, revolution, and 
war. 

Finally, there is simple lack of knowledge about opportunities in underindus- 
trialized areas. 

The cumulative effect of these factors makes the employment of capital and 
technology in underindustrialized countries far less attractive to American 
private enterprise than its employment at home or in other industrialized coun- 
tries, particularly at a time of high prosperity. 

Thus far our Government has merely established the investment-guaranty pro 
gram which removes only part of the risks, costs, and obstacles. This program 
has proved insufficient by itself to stimulate a substantially increased participa- 
tion by American private enterprise in the economic development of the under- 
industrialized countries. 

III. More positive steps will have to be taken to induce American business 
to employ its capital and technology in the underindustrialized areas. A measur- 
able profit inducement must be provided by Congress. Ample precedent for 
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such action by Congress exists in the merchant marine subsidy program and the 
tax concession to American industry through rapid amortization of emergency 
facilities, both designed to induce American private enterprise to better serve 
our defense policies. 

The profit inducement could be effected through a substantially enlarged Gov- 
ernment aid program providing for Government contracts with American busi- 
ness for new industrial undertakings in the underindustrialized countries. This 
would require a Marshall plan for Asia which is not likely to be approved by 
Congress. It would interpose 1 or 2 government bureaucracies between American 
private enterprise and its counterpart in the foreign country which would make 
the program ineffective, costly to the American taxpayer, and unattractive to 
American business. 

A more acceptable and efficient approach is an indirect one through an income- 
tax concession which would induce an autonomous and direct flow of capital and 
technical assistance from American private enterprise to governments and private 
enterprise in the underindustrialized areas. 

The tax concession should be restricted to new American private investment 
and technical assistance in underindustrialized countries. It is suggested further 
that the tax concession should be administered by the State Department, or other 
agency designated by the President, through the issuance of tax-exemption cer- 
tificates for qualified foreign investment and technical assistance in a manner 
similar to the administration of the investment guaranty and the amortiza- 
tion of emergency facilities. The certifying agency should be empowered to 
grant partial or complete tax exemption as it determines is necessary in accord- 
ance with guiding standards and criteria fixed by Congress to induce greater 
participation by American private enterprise in the industrialization of a particu- 
lar country. 

A tax exemption of income from personal services rendered abroad in connec- 
tion with certified American private investment and technical assistance to un 
derindustrialized countries should also be provided. 

IV. Finally, our foreign policy makers would have to make a concerted effort 
to persuade American private enterprise of the indispensibility of its role in this 
vital area of our foreign economic policy. 


AMENDMENT 'TO MUTUAL SECURITY ACT OF 1954, AS AMENDED 


Section 413 entitled “Encouragement of Free Enterprise and Private Participa 
tion,” subsection (b) of which provides “In order to encourage and facilitate 
participation by private enterprise to the maximum extent practicable in achiev- 
ing any of the purposes of this Act, the President—” is empowered to do certain 
things set forth in four paragraphs, should be amended by adding the following 
paragraph to subsection (b): 

“(5) may grant,,under rules and regulations prescribed by him, to any per- 
son with respect to taxable income attributable to investment and technical as- 
sistance Which will further any of the purposes of this Act, partial or complete 
exemption from the tax imposed by subtitle A of the Internal Revenue Code 
of 1954: Provided, That— 

“(A) the tax exemption shall be granted only with respect to investment 
and technical assistance in underindustrialized countries ; 

“(B) the tax exemption shall be granted only with respect to invest- 
ments made or agreements for technical asssitance entered into after Au- 
gust 1, 1957; 

“(C) the amount of the tax exemption up to complete waiver of tax and, 
in the case of transactions which by agreement of the parties thereto shall 
continue over an extended period, the period over which the tax exemption 
shall apply shall be determined by the President as he shall find is neces- 
sary to stimulate private investment and technical assistance in underin- 
dustrialized countries ; 

“(D) in the case of a transaction which by agreement of the parties thereto 
shall continue over an extended period the exemption shall be granted by 
an appropriate certificate issued to the person entitled to an exemption 
from tax and in the case of all other transactions the exemption shall be 
granted by the publication of appropriate lists specifying the amounts of 
the exemption applicable to each such transaction ; 

(FE) the tax exemption granted by the President with respect to taxable 
income attributable to a transaction shall be given effect in determining tax 
liability under the Internal Revenue Code of 1954 
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(i) regardless of the source of such income under the Internal Reve- 
nue Code of 1954; 

(ii) where the income from the transaction is shared by members of 
an affiliated group (whether or not a consolidated return is filed) as 
that term is defined in section 1504 of the Internal Revenue Code of 
1954, by applying the tax exemption to that part of the taxable income 
of each member of the group which is attributable to the transaction; 

(iii) where the income from the transaction is earned in whole or in 
part by a foreign corporation, by applying the tax exemption to any 
dividend received by a domestic corporation which owns, both at the 
time the income from the transaction is earned and at the time the 
dividend is received, stock possessing at least 80 percent of the voting 
power of all classes of stock and at least 80 percent of each class of non- 
voting stock of such foreign corporation, to the extent that such dividend 
is attributable to the income from the transaction ; 

Provided, That in all cases the amount of taxable income attributable to the 
transaction or the amount of a dividend attributable to income from the 
transaction shall be subject to determination by the Secretary of the Treasury 
or his delegate. 

(F) for purposes of this paragraph— 

“(i) person shall mean any individual who is a citizen or resident 
of the United States or any corporation, partnership or other association 
created under the law of the United States or of any State or Territory 
and substantially beneficially owned by citizens of the United States, 

“(ii) investment and technical assistance may be defined by the Presi- 
dent to include: 

“(1) equity and loan investments, whether made in money, 
property or services; 

“(2) licensing of patents, processes and techniques ; 

““(3) transmission of technical data and information; 

“(4) rendition of managerial, engineering, scientific and similar 
services ; 

“(5) training of foreign industrial managers, technicians and 
skilled labor ; 

“) buildin, installation and construction work; 

“(7) sales or rental of capital goods, components, raw materials 
and industrial, agricultural, health and educational requirements ; 

(8) extension of credit through installment sales, promissory 
notes and other forms of credit to importers of commodities specified 
in (7) above; 

“(9) any other transaction which transmits American capital and 
technology to an underindustrialized country. 

“(iii) for the purposes of this paragraph an underindustrialized coun- 
try shall mean any country of the free world with a low degree of indus- 
trialization, but shall exclude the United States, Canada, countries of 
Western Europe, Australia, New Zealand, and the Union of South Africa ; 

“(G) due consideration shall be given in granting a tax exemption 
with respect to a transaction in a particular country to its capacity for 
absorbing investment or technical assistance, its development plans, its 
policies toward foreign private investment and technical assistance, and 
the likelihood that a particular kind of investment or technical assist- 
ance will materialize without the granting of a tax exemption; 

“(H) the tax exemption authorized by this paragraph shall be used 
to the maximum extent necessary and shall be administered under 
broad criteria so as to increase the participation of American private 
enternrise in the industrialization of the underindustrialized countries 
of the free world: 

“(I) in order to encourage individuals to go abroad and thus facilitate 
the undertaking of investment and technical assistance by private enter- 
prise in underindustrialized countries the President may, in the case of 
United States citizens employed abroad in connection with a transaction 
the income from which has been granted a tax exemption under the 
provisions of this paragraph, reduce to 60 days in any taxable vear the 
minimum period of presence in a foreign country prescribed in section 
911 (a) (2) of the Internal Revenue Code of 1954.” 
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FOREWORD 


There is offered herewith a program for effectuation of United States foreign 
economic policy through encouragement of American private investment and 
technical assistance in underindustrialized areas. It is the product of many 
months of reflection, study, and discussion, founded upon a number of years of 
experience in the field of economic development of underindustrialized areas 
and the problems attendant upon American assistance in such development. 

After 5 years of private practice of law as an associate with the firm of Sul- 
livan & Cromwell of New York City, primarily in the Federal tax field, I joined 
the State Department in Washington, D. C., as a member of the management 
planning staff. In this capacity I assisted in the organization of the original 
Technical Cooperation Administration. Thereafter, I served as legal adviser to 
the United States Embassies in south and southeast Asia in connection with 
economic and technical assistance programs for a period of 2% years. I re- 
turned to the United States to become a member of the program of interna- 
tional legal studies at Harvard Law School. My time with the program was 
devoted primarily to studying the problems of taxation in an underindustrialized 
country such as India, with the object of devising a tax structure to promote 
economic development. A manuscript for a book on this subject which I have 
written is being readied for publication in India. 

I am presently on leave of absence from the program and am devoting my fulk 
time to legal practice in the international field, in connection with which I have 
recently traveled extensively through southeast Asia, the Middle East, and South 
America. 

From my experience, my studies, my discussions with many people familiar 
with the problems of economic development of underindustrialized areas, and 
my discussions with businessmen engaged in foreign operations, I am convinced 
that our present efforts to implement American foreign economic policy are inef- 
fective because of the failure to enlist adequately the aid of American private 
enterprise. On the other hand, it need hardly be said, I am convinced that the 
program set forth herewith would be effective. This program represents the 
rounding out of a new approach to foreign economic policy of which another com- 
plementary aspect is set forth in my article, Economic Development and Agricul- 
tural Surpluses, appearing in the October 1956 issue of Foreign Affairs. 

In this foreword and in the presentation hereafter the term “underindustrial- 
ized” has been substituted for “underdeveloped” in referring to areas and coun- 
tries requiring capital and technical assistance for economic development. There 
are undeniably offensive implications in the term “underdeveloped” which are 
resented by the people of the areas and countries so referred to. Although the 
term “underdeveloped” has achieved wide acceptance and usage in this country 
it should be abandoned. “Underindustrialized” is a more precise and more 
acceptable term. 

Capital goods and technical knowledge from abroad are indispensable to the 
economic development of an underindustrialized country. The low level of 
technical knowledge and skills is one of the most striking features of an under- 
industrialized country. While capital accumulation is inadequate, the capital 
that can be accumulated within the country in both the publie and private 
sectors cannot be employed productively in the industrial sense because the 
necessary technology in the form of capital goods and technical knowledge is 
not available or is insufficiently available in the country. 

Consequently, it is not surprising that reports on the economic development 
of Communist China stress that the primary form of aid being received from out- 
side is Soviet technical assistance. This is supported by Soviet loans for the 
purchase of capital goods and other requirements for China’s industrialization 
program. 

It is estimated that 15,000 to 20,000 or more Russian technicians have been 
sent to Communist China by the Soviet Union since 1950 to assist in the various 
aspects of economic development. Nothing remotely comparable is transpiring 
in the underindustrialized countries outside the Communist world. Why this 
should be so when we have had economic and technical assistance programs 
in operation on a worldwide basis since 1950 is one of the serious problems of 
our foreign economic policy. 

While western technology has reached the underindustrialized countries, it has 
not done so in sufficient breadth and depth to permeate their social and economic 
structure. Moreover, technological advance in the industrialized areas is out- 
pacing its transmission to the underindustrialized areas, so that the gap between 
them in technology, and with it the inequality in wealth, continues to grow. 
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Yet the growing fund of technology in the industrialized countries of the world 
should provide the underindustrialized countries with the means for rapid eco- 
nomic growth. It is appropriate, therefore, to examine how this advance tech- 
nology can be transmitted to the people of the underindustrialized areas and 
why it is not being done more effectively by America. 

Technical cooperation program unable effectively to aid industrialization 

Since 1950, the United States Government has been offering technical assist- 
ance to underindustrialized areas on a worldwide basis. This is the famous 
point 4 program. It is known officially as the technical cooperation program. 

In the fields of agriculture, public health, and education, it is reasonable to 
expect that the United States Government, with the participation of American 
universities, colleges, and other nonprofit organizations, can marshal the best 
American knowledge and skill for technical assistance to foreign countries. But 
that is no more than half the job. 

Economic development, in addition, requires industrialization. In aiding 
this, the technical cooperation program of our Government is greatly handicapped 
by inability to marshal the best American technical assistance to help under 
industrialized countries. The reasons are not difficult to understand. 

First, technology for industrialization is principally the property of Ameri 
‘an private enterprise. Technology is embodied in machines, dies, tools, proc 
esses, formulas, patterns, drawings, designs, and similar forms. Much of it is 
patented or copyrighted by individuals and corporations, and can be transmitted 
only through license, lease, or sale. The United States Government, therefore, 
has little command over industrial technology for purposes of its technical 
cooperation program. 

Second, the people most knowledgeable and skilled in industrial management 
and technology are employed by American private enterprise. A cursory perusal 
of any metropolitan newspaper reveals the intensity of competition in American 
industry for executives, engineers, scientists, and other technical personnel. It 
is impossible for the Government under its existing organization to compete for 
the services of such personnel, because it cannot pay the salaries they command 
in private industry. 

Third, technology and technician must usually go hand in hand. Even if the 
Government could hire the technicians, it might not be able to give them access 
to the technology which is the property of private enterprise. This is likely to 
be the normal situat*on with the most advanced technology. 

Finally, transmitting managerial and technological knowledge and skills to 
underindustrialized countries involves the training of foreign management and 
technical personnel and skilled labor. Much of this training must be done abroad 
in connection with the establishment of a new enterprise, but there is great need 
for such training at the home plants and offices of American business. Our Gov- 
ernment is making attempts to achieve such training under its technical coopera 
tion program, with no great success. Foreign trainees complain of inadequate 
attention by American business beyond a quick trip through the plant. But 
American private enterprise cannot be expected to undertake readily such train 
ing at its cost. It interferes with normal production schedules and occupies 
the time of key personnel who are urgently needed elsewhere. 

Thus, the essential nature of the transmission of technology places the United 
States Government at a tremendous disadvantage under its present program in 
the field of foreign economic affairs. Russia is beginning to challenge the West 
vigorously in the field of economic and technical assistance to Asia, Africa, and 
even South America. Uder its socialistic economy the Government owns and 
has control over all Russian technical knowledge and skills. The Russian Gov- 
ernment can send its technology and best industrial managers and technicians 
anywhere in the world to further its foreign policy. And it can supplement this 
with easily serviceable loans for the purchase of Russian capital goods, Yet 
the capital and technology America possesses Can meet and outmatch the Russian 
challenge. The problem is how to induce American private enterprise to send 
its capital, knowledge, and skills abroad in furtherance of our foreign economic 
policy. 

American private investment and technical assistance is needed but is presently 
deterred 

The need and importance of American private investment and technical assist 
ance is evident from the hundreds of business proposals from underindustrialized 
countries offered each year to American private enterprise through various chan 
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nels such as Foreign Commerce Weekly and Investment Opportunities Abroad. 
published by the Bureau of Foreign Commerce. While some capital is generally 
desired, primarily to provide foreign exchange for needed capital goods, foreign 
industrial enterprise, whether private or public, seeks even more urgently techni- 
cal assistance from American private enterprise through patents, processes, tech- 
nicians, and other means. 

Though no formal study has been made of the response of American private 
enterprise to these requests, it is believed by many familiar with international 
trade and investment that most of them meet with disappointment. This failure 
by American business to help its counterparts in friendly, underindustrialized 
countries hampers fulfillment of our foreign economic policy to aid economic 
development in such countries and makes it difficult for private enterprise in 
underindustrialized countries to play a prominent role in economic development. 

One may well ask why American business has not taken a more active role in 
exporting its capital and technology to the underindustrialized countries in view 
of the apparent opportunities and the needs of our foreign policy to assist such 
countries with their economic development. 

American private enterprise is in business for profit. Under normal circum- 
stances American business will, therefore, employ its capital and technology 
(including technicians) where they will bring the greatest and safest returns. 
American business does not readily send its capital and technology abroad be- 
cause of the many economic and political obstacles, risks, and cost involved. 

Backward countries do not generally possess adequate public services such 
as power, water systems, transportation, and similar facilities available in: in- 
dustrialized countries. A business venture abroad must provide such facilities 
for its enterprise at its own expense. 

The poverty of these countries makes impossible a broad market for manu- 
factured goods, and low volume deprives any business venture in such countries 
of the economic advantages of mass production and the reduction of overhead 
costs per unit of output. Moreover, low volume limits compensation for tech- 
nology transmitted by license, since such compensation is generally in the form 
of royalties based on sales. 

The climatic and health conditions in many of these countries are less favor- 
able than in the United States. Technical personnel are reluctant to go to these 
countries with their families and subject themselves to the health hazards and 
living inconveniences. 

Language and other cultural barriers and unfamiliar business practices are an 
obstacle with which American business is not generally prepared to cope. 

Lack of sufficient skilled and experienced indigenous personnel to receive and 
employ advanced technology frequently requires training of local personnel as 
a precondition to effective transfer of technology. 

During a period of high prosperity, such as has prevailed during the postwar 
period, opportunities for employment of capital and technology in underindus- 
trialized countries offer little attraction since most of American capital and 
technology is very profitably employed at home. 

The political situation in many of these countries makes uncertain the survival 
of democratic or other favorable political institutions. This increases the risk 
of expropriation without compensation. A lesser but formidable obstacle is the 
inability to repatriate capital and remit earnings because of the foreign-exchange 
difficulties of most of these countries. 

And, finally, as important as any of the foregoing in producing inaction, there 
is simple lack of knowledge about the opportunities in underindustrialized areas 
coupled with natural inertia and a disinclination to venture into the unfamiliar. 

The cumulative effect of these factors makes the employment of capital and 
technology in the underindustrialized countries far less attractive to American 
private enterprise than its employment at home or in other industrialized coun- 
tries. Perhaps the one exception is the exploitation of petroleum and mineral 
resources where the employment of capital and technology is governed by the 
situs of these natural resources. 

In view of these obstacles to effective American economic and technical assist- 
ance to underindustrialized countries, most of which are not impediments to 
Russian economic and technical assistance, it is surprising that our Government 
has not taken greater steps to induce the flow of American private investment 
and technical assistance to underindustrialized countries. Although Congress 
has recognized the importance of private investment and technical assistance in 
its foreign aid legislation and has even declared it to be the policy of the United 
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States to encourage participation of private enterprise in the economic and tech- 
nical assistance program, very little has been done, however, to offset the obstacles. 

Thus far the United States Government has taken steps merely to provide a 
guaranty against inconvertibility and expropriation and insurance against war 
risk in connection with foreign investment and technical assistance. But this 
guaranty is not given free of cost. A total premium of 144 percent of the amount 
guaranteed and insured is charged by the United States Government which adds 
further to the cost of doing business abroad. 

The guaranty program has been singularly unsuccessful. Up to April 1956 it 
has induced only about $8 million of private investment and technical assistance 
to underindustrialized countries. Greater effort is now being made by the ICA 
to make the guaranty program more effective in this respect. 

Broadening the guaranty program cannot alone, however, induce a greater 
flow of private investment and technical assistance to underindustrialized coun- 
tries. The other obstacles discussed above remain. Nothing has been done by 
the United States Government about offsetting or mitigating these equally for- 
midable obstacles. Yet Congress in its desire to substitute trade for aid in our 
foreign economic policy has recently renewed its faith in the guaranty program 
by increasing its scope from $200 million to $500 million in the Mutual Security 
Act of 1956. 


Positive steps must be taken to induce American private investment and techni- 
cal assistance 

It is apparent that more positive legislative steps will have to be taken to 
induce American business to employ its capital and technology in the under- 
industrialized areas. Quite plainly, a measurable profit inducement is required. 
At first blush the idea of legislating a profit inducement to American private en- 
terprise will be abhorrent to many people. But if the inducement is viewed in 
its propér light as indispensable to effective employment by American private en- 
terprise of its capital and technology in furtherance of our foreign economic poli- 
cy it does not differ in substance from the cost of sending an American agricul- 
tural expert abroad under the technical cooperation program which is borne out 
of public funds and generally accepted as a national cost of our foreign economic 
policy. It is not different in principle from the direct support of the merchant 
marine and the tax concession to industry through rapid amortization of emer- 
gency facilities for Federal income tax purposes, which are designed to induce 
private enterprise to serve our defense policies better. 

Once the idea of a profit inducement is accepted—and there appears to be no 
alternative under our private enterprise system if we are going to effectuate our 
foreign economic policy in this field—the only remaining question is the best 
manner in which it is to be provided. 

A conceivable approach would be to increase the appropriations for the techni- 
al cooperation program sufficiently to permit the ICA to contract with American 
industries for the capital and technology required in the underindustrialized 
areas. The contract price would have to be so fixed as to provide a profit attrae- 
tive enough to overcome the inherent obstacles and induce American business to 
undertake the job. Such a program would necessarily assume the proportions 
of a Marshall plan for Asia and other underindustrialized areas and is not likely 
to be approved by Congress, since it would require an enlargement of the national 
budget on both the receipts side and disbursements side at a time when the belief 
prevails that the national budget is already too large. In addition, it would raise 
difficult and embarrassing questions as to whether such a program should be ad- 
ministered solely by the United States or wholly or partly by the United Nations. 
If administered by the United States, which is no doubt what Congress would 
insist upon, such a program would be a ready target for charges by our enemies 
of American economic imperialism. 

Even if anproved by Congress this approach also bristles with disadvantages to 
effective stimulation of private enterprise. The deadweight of bureaucracy, 
which in most cases would interpose two governments between American business 
and its covnterparts in the underindustrialized countries, would make the pro- 
gram inefficient and costly to the American taxpayer. Large segments of Ameri- 
can business would find this approach distasteful and even unacceptable and 
would give less than their fullest cooperation. 

In sum, a substantially enlarged Government aid program does not present 
an attractive prospect. 
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Inducement Through Tax Concession to Income from Qualified Foreign Invest- 
ment, Technical Assistance and Exports of Capital Goods 

An alternative approach would be to provide the necessary inducement by way 
of an income-tax concession. This would be an indirect approach in keeping 
with the present guaranty program. In order to assure that the tax concession 
serves the needs of our foreign pulicy it could be administered by the State De- 
partment through the issuance of certificates for qualified foreign investment and 
technical assistance, somewhat in the manner that the Office of Defense Mobiliza- 
tion issues necessity certificates for the rapid amortization of emergency facilities 
under section 168 of the Internal Revenue Code. 

The chief virtue of this approach is that it rests on an autonomous and direct 
flow of capital and technical assistance from American business to foreign gov- 
ernments or private enterprise, with the latter compensating the former for 
the cost of the capital and technical assistance. The debilitating interference 
of 1 or 2 governments would be eliminated. It would be more efficient and less 
expensive to the American taxpayer than a large Government program for the 
same purpose. It would be much more palatable to American business. It 
would not raise a question as to the desirability of United Nations administration 
and charges of economic imperialism would be more difficult to make. It is also 
to be emphasized that a tax concession as hereafter limited would have a bene- 
ficial effect on the national budget. It would tend to reduce the present appro- 
priations for economic aid to underindustrialized areas, thus reducing the dis- 
bursements side of the national budget. At the same time, there is not likely 
to be a significant reduction in the present receipts side of the budget. 

This is not an entirely new idea. President Eisenhower had something like 
this in mind when he asked Congress in his budget message of January 1954 
to grant a 14 percentage point tax credit for foreign income. Since then two un- 
successful attempts were made to enact this recommendation into law. Each 
time Congress was unconvinced that the loss of revenue entailed would result in 
quid pro quo to our foreign economic policy and, it may be added, with good 
reason. It should be clear at this point and it will be made even clearer here 
after that the proposal herein is significantly different from the prior proposals. 

The presentation of the prior proposals to Congress was characterized by an 
almost complete absence of well-reasoned justification of the tax concession 
for purposes of our foreign economic policy which alone can be its raison d’etre. 
The State Department whose logical role it is to provide such justification was 
apparently uninterested. In the absence of an objective presentation by the 
State Department, the legislative effort in congressional hearings and behind the 
scenes was characterized instead by overreaching on the part of various business 
groups with foreign income who saw in the proposed legislation an opportunity 
for tax advantage. The entire effort, moreover, suffered from overemphasis 
on foreign investment and insufficient emphasis on technical assistance. The 
export of technical asistance, as we have seen, should be given liberal encourage- 
ment. On the other hand, some types of foreign investment, particularly of 
the portfolio type, add little to the economic development of the underindustrial- 
ized country and should not be given favored tax treatment. Most important of 
all, perhaps, there was no limitation of the favored tax treatment to investment 
and technical assistance in underindustrialized countries only, nor was there 
any suggestion of limiting the tax rate reduction to new investment or technical 
assistance. 

There was also a lack of recognition of precisely why foreign capital is needed 
for economic development. It is not the capital itself which is essential, but 
rather the foreign exchange which it provides to buy capital goods produced 
abroad. The machinery, equipment and tools from abroad are essential because 
they embody advanced technology. Viewed from this standpoint the tax con- 
cession should embrace all transactions that bring capital goods to the under- 
industrialized countries whether or not strictly capital investment. It should 
apply to income from rentals of productive machinery, equipment and tools and 
snles ef sveh eoods on leng-term credit. 

The importance of sales of capital goods on credit to private enterprise and 
governments in underindustrialized countries cannot be overemphasized. Such 
transactions ease the two difficult problems of capital accumulation and shortage 
of foreign exchange. Local enterprise can be launched with less initial capital. 
The burden of providing the foreign exchange for the imported machinery and 
equipment can be spread over a period of years instead of requiring the entire 
amount at the start of the business venture. The Export-Import Bank already 
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plays an active role in this respect but American private enterprise should also 
be encouraged to undertake such credit financing. 

Quite apart from the value of a tax rate reduction to encourage sales of 
capital goods on credit, there is in the present tax law a positive deterrent to 
such sales of capital goods. The income from such sales is taxable at the time 
of sale no matter how long actual receipt of the purchase price is deferred 
through grant of credit, unless the installment basis of accounting is applicable. 
It is not always applicable and where it is it may be only at a discouraging initial 
tax cost to an established business. Therefore, income from the sale of capital 
goods to underindustrialized countries on credit should not be subjected to tax 
in any case until the purchase price is actually paid, whether or not a rate reduc- 
tion is allowed in addition. 

The tax concession should also be broad enough to embrace simple export sales 
of capital goods in certain circumstances. This, of course, approaches a contro- 
versial point. Soon after President Eisenhower’s recommendation all exporters 
tried to bring themselves within the tax concession. There is no foreign eco- 
nomic policy justification for extending the tax concession to exporters gen- 
erally of consumers or other noncapital goods. 

Capital goods for productive purposes in industry and agriculture are, how- 
ever, another matter. Such goods embody a substantial portion of the American 
technology available for economic development and are one of its chief means of 
transmission. Due to high labor and other costs of production in America, pri- 
vate enterprise and governments in underindustrialized countries find it difficult 
to purchase our capital goods for their economic development. American manu- 
facturers are usually outbid by European and Japanese exporters of capital 
goods. Yet American technology cannot go abroad effectively to serve our foreign 
economic policy without American machines and equipment embodying the ad- 
vanced technology. It is readily understandable that American engineers and 
other fechnical personnel will not function as effectively abroad if they are re- 
quired to work with European and Japanese machinery. Moreover, installation 
and use of American machinery in underindustrialized countries has a far more 
lasting economic effect and intluence than technical assistance transmitted by 
advice and training. These machines frequently are better diplomats than many 
human beings. Some effort is therefore necessary to get American machinery 
and equipment to the underindustrialized countries along with the technicians if 
we are going to have an effective economic and technical assistance program in 
underindustrialized areas. Extension of the tax concession to income from sales 
of capital goods in underindustrialized countries would enable American manu- 
facturers to lower prices so they are more competitive with European and 
Japanese manufacturers. 

There are also industrial and agricultural requirements other than capital 
goods, export of which in some circumstances may be essential to the economic 
development of underindustrialized areas. 

The export of certain kinds of nonindustrial goods to underindustrialized 
countries, such as medical equipment and supplies, pharmaceuticals, and mate- 
rials used in educational, research and experimental activities, may also merit 
encouragement through a tax concession. In some circumstances the technology 
embodied in such exports may be essential to economic development and for rea- 
sons similar to those applicable to export of capital goods a tax concession may 
be required. 

The certifying agency should have authority to grant tax concessions as re- 
quired in all these cases. 

Taw exemption of income from certain personal services 

Tax exemption of income from personal services rendered abroad in connec- 
tion with certified economic and technical assistance to underindustrialized ecoun- 
tries should also be provided. At present such income is exempt only if the 
technician stays abroad for 17 months. This would make it easier for Ameri- 
can private enterprise to send reluctant technical personnel abroad under its 
technical assistance agreements with foreign governments and private enter- 
prise. It would also make meaningful such measures as the income tax waiver 
for foreign technicians recently enacted by India. 

Tag concessions strictly confined and limited to income from. prospective 
transactions 

In encouraging American private enterprise to send its capital, technology and 
technical personnel abroad to assist in the economic development of underin- 
dustrialized countries, the proposed tax concessions should be strictly confined to 
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those categories of income resulting from such export of capital and technical 
knowledge and skills. The tax concession should be confined to income from 
prospective export of capital and technology to underindustrialized countries only. 
So limited the tax concession would not involve a significant loss of present reve- 
nue unless it is assumed that the exported capital and technology are presently 
producing taxable income. It is more likely, however, that the income entitled 
to the tax concession here proposed will be newly created income, at least suffi- 
ciently so to offset any reduction in revenue from the presently taxable income 
base resulting from the tax concession. 

If properly circumscribed through a certification procedure similar to that 
used under the Federal income tax in connection with accelerated amoritization 
of emergency facilities, all of the income tax on such certified transactions could 
be waived so as to provide maximum inducement under the Federal income tax 
to American private enterprise for employing its capital and technology in the 
underindustrialized countries. It may be advisable to permit the certifying 
authority to fix the rate reduction to suit the circumstances, such as the country 
involved and the nature of the transaction. 

A tax concession of the magnitude herein contemplated could not be lightly 
ignored by American private enterprise. American business would be compelled 
to seek out and take advantage of opportunities for investment and technical 
assistance in underindustrialized areas which it is now ignoring or of which it is 
unaware, 


Persuasion by foreign-policy makers also needed 


Finally, our foreign-policy makers would have to make a concerted effort to 
persuade American private enterprise of the indispensability of its role in this 
vital aspect of our foreign economic policy. Even after the political and eco- 
nomic obstacles, risks, and costs are removed by the investment guaranty and 
tax concessions, the existing inertia of American private enterprise against em- 
ployment of its capital and technology is underindustrialized areas might still 
prevail. This will call for moral suasion on the part of our foreign-policy mak- 
ers in order to convince American private enterprise that, without its complete 
cooperation, this aspect of our foreign economic policy is doomed to failure. 


CONCLUSION 


It is believed that this threefold indirect approach through guaranty, tax con- 
cession, and moral suasion is essential to the reformation of our existing eco- 
nomic and technical-assistance programs to underindustrialized areas. It would 
relieve our Government of a tremendous administrative burden. It would foster 
a more effective business-to-business approach to economic and technical assist- 
ance which is not only preferable to American private enterprise but would en- 
able indigenous private enterprise to play a more important and effective role 
in economic development in the underindustrialized areas. 

The challenge of Soviet economic and technical assistance to underindustrial- 
ized countries is far more serious to the West than any threat of Soviet military 
aggression. There is growing evidence that Russia now believes it is no longer 
necessary to try to advance communism with costly military adventures, since 
it can do so much more inexpensively and acceptably in large parts of the world 
through economic and technical assistance. We must meet this new challenge 
with all the necessary fiscal, legal, and other measures at our disposal. 


ADDENDUM—TECHNICAL MEMORANDUM 


SUMMARY 


The tax concession suggested in the memorandum entitled “A Program for 
American Private Investment and Technical Assistance in Underindustrialized 
Areas” should be administered under a certification procedure. This would avoid 
the technical difficulties of legislating statutory definitions of underindustrial- 
ized countries, income entitled to the tax concession, the amount of exemption 
from tax, and similar matters. It would create a more effective and flexible tool 
ot foreign economic policy. 

The legislation enacting the program should empower the President to desig- 
nate the certifying agency, which would most likely be the State Department. 
It would set forth in general terms the guiding principles and criteria for the 
eranting of tax exemption to income from private business activities in under- 
industrialized countries which further our foreign economic policy. 
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The grant of a tax exemption by the certifying agency would not be subject 
to question on its merits by the Internal Revenue Service but would merely 
be given effect by the IRS in computing taxable income and tax liability. 

Within this general legislative framework the main reliance for execution of 
the proposal would be placed on the administrative function. 

The activities which qualify for a tax concession could be divided into two 
broad categories: (a) New private investment and technical collaboration agree- 
ments, and (b) export of capital goods.and industrial or agricultural require- 
ments. 

Technical collaboration agreements and private investments would be certi- 
fied for tax concession on a case-by-case basis pursuant to application by Ameri- 
ean enterprise, in much the same manner as the investment-guaranty program 
and amortization of emergency facilities are being administered today. 

Exports of American capital goods and industrial or agricultural require- 
ments would be certified for tax concession by publishing lists, subject to peri- 
odie change, of qualifying goods with respect to the various underindustrialized 
countries, which would be similar to the procedure used under the Battle Act 
and elsewhere in our Government. 

Qualified new private investment should not include public or private securi 
ties purchased from another investor nor new issues of bonds of foreign gov- 
ernments for general revenue purposes. 

Technical collaboration agreements should include any or all of the follow- 
ing: (1) Licensing of patents, copyrights, processes, formulas, drawings, pat- 
terns, designs, and other forms of technological knowledge; (2) rendition of 
managerial, engineering, scientific, or similar services; (3) training of foreign 
industrial managers, technicians, and skilled labor; and (4) building, installa 
tion, and construction work. 

In general, qualified capital-goods exports would include machinery, equip 
ment, and tools. Qualified industrial or agricultural requirements exports would 
include ores, fuels, fibers, iron and steel, chemicals, fertilizers, insecticides, seeds, 
and the like. Export of certain commodities like surgical instruments, hospital 
supplies, essential drugs, research and laboratory equipment, and training and 
educational materials should also qualify. 

Sales of industrial components should be qualified for the tax concession by 
specific certification in connection with the qualification of the technical col 
laboration agreement under which they were sold. 

The certifying agency would determine the degree of the tax exemption needed 
to induce American private enterprise to send its capital and technology abroad 
by specifying the tax rate reduction with resnect to the various qualifying activi 
ties undertaken in a particular underindustrialized country. 

The tax concession should vary from country to country, and also within a 
particular country wtih regard to different business activities, as required. 

The techniques outlined herein for implementation of the proposal set forth 
in the main memorandum would, it is believed, overcome the technical difficul- 
ties which might otherwise be impediments to satisfactory legislation for grant- 
ing the tax concession. 

Although new administrative know-how and techniques would be required 
they would be similar to those already in use within our Government and should 
not impose an insuperable burden upon a competent administrative agency. 


TECHNICAL MEMORANDUM 


The burden of the memorandum entitled “A Program for American Private 
Investment and Technical Assistance in Underindustrialized Areas” is to con- 
vey a new legislative measure for promoting our foreign economic policy by 
means of a tax concession. The proposal is necessarily presented in general terms 
and until there is substantial agreement that the proposal is worthy of serious 
consideration, the distribution of a detailed proposal for technical implementation 
of the general principles, including a draft of the necessary statutory provisions, 
would be premature. 

A rallying point for opposition to any tax concession with respect to foreign 
income, however, has been built around the professed technical difficulties of 
implementing such a concession. It is necessary therefore that there be some 
assurance offered at this time that if the proposal for a new legislative measure 
to promote our foreign economic policy is sound it can be technically implemented. 
Accordingly, in this technical memorandum certain legislative and administrative 
procedures to be employed in the implementation of the proposal are offered in a 
general way for consideration. 
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The possible major technical obstacles to satisfactory implementation of a tax 
concession to foreign income are the difficulties of framing statutory or adminis- 
trative definitions of, first, income from foreign sources, second, “underindus- 
trialized” countries, and, third, the kind of investment or technical assistance 
transactions which should be given a tax concession. 

It is for the purpose of avoiding these obstacles that a certification procedure 
is suggested in the main memorandum. This certification procedure is essential 
to the proposal. It obviates the need for use of the concept of foreign source in- 
come and the need for precise statutory definition either of “underindustrialized” 
countries or of the kind of investment and technical assistance transactions en- 
titled to the tax concession. An administrative agency would particularize the 
definitions through flexible administration of the certification procedures under 
general guiding standards and criteria set up in the authorizing legislation. 


THE LEGISLATIVE FRAMEWORK 


The legislation should empower the President to designate the certifying 
agency. It would appear, however, that this is the logical role of the Department 
of State which alone possesses the information and competence necessary for the 
essential administrative determinations required in granting a certificate. 

Once the certificate is granted the Internal Revenue Service would be re- 
quired to accept it without question and permit the certified tax reduction in 
accordance with general regulations and practices for computing taxable in- 
come and tax liability. The IRS would not concern itself with the foreign 
economic policy considerations going into the grant of the certificate. Such a 
legislative and administrative framework would provide a flexible tax conces- 
sion for accomplishing the purposes for which it was designed. Moreover, it 
would not be frozen into the Internal Revenue Code and would thus be easily 
terminable when its original purpose is accomplished. 

The statute itself would state the general purpose to be effectuated and the 
general scope of transactions to be covered, together with a general definition 
of new investment and technical assistance, including bona fide refinancing 
of old investments and renegotiations of old license and technical assistance 
agreements. 

The statute could also specify the countries in respect of which a certificate 
may be granted, although it is not necessary that it do so, leaving this to the 
administrative agency. The certifying agency, however, should be given full 
authority to specify the amount of the tax rate concession granted with a certifi- 
cate, including complete exemption from tax. The statute would merely provide 
general standards to be observed, such as the nature of the investment or techni- 
cal assistance involved, the essentialness of the investment or technical as- 
sistance to the economic development of the underindustrialized country, the 
risks involved, the probabilities of whether a particular investment or technical 
assistance would materialize without tax concession, the cooperation of the un- 
derindustrialized country in encouraging American private enterprise, etc. 

The statute should provide that when a certificate has been issued the tax 
concession granted is applicable to all of the income from the certified activity, 
regardless of what may be the source of the income under technical application 
of the usual concepts of source and regardless of how it is shared by related 
taxpayers, so long as the activity is effected in the manner set forth in the 
application for a certificate or an accepted amendment. 

For example, if a foreign subsidiary of a domestic parent has income from a 
certified investment or technical assistance agreement the tax concession would 
apply to the dividend received by the parent from its foreign subsidiary. If the 
foreign subsidiary has uncertified income or several kinds of certified income 
with different amounts of tax concession applicable, the tax concessions would 
be taken by the parent in respect of dividends from its foreign subsidiary on a 
first-in-first-out basis, as is presently done with respect to the derivative foreign 
tax credit. 

Another example would be the certified export of capital goods by a manu- 
facturing parent which sells through a domestic or foreign distributing sub- 
sidiary. The tax concession would be applicable to the total net income from 
the sale of the capital goods regardless of its source or whether it is earned by the 
parent or by its subsidiary or is shared by them, thus avoiding the difficult 
problems of determining source and of allocating income between the manu- 
facturing operation and the foreign selling operation. 
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There is also the problem of determining the net income from the certified 
investment or technical assistance to which the tax concession should be ap- 
plied. This problem would arise whenever income from a certified transaction is 
only part of the total income of a taxpayer, thus necessitating allocation or 
apportionment of indirect costs and overhead. The determination of net in- 
eome under such circumstances is properly a part of the audit procedure of 
the Internal Revenue Service. It is not at all an unfamiliar problem, since it 
arises on the audit of returns of taxpayers under present law in the case, for 
example, of a resident foreign corporation, a taxpayer on the completed con- 
tract basis, or a taxpayer having Government contracts subject to the Vinson Act 
The statute should, accordingly, provide that the determination of the net income 
from a certified transaction to which a tax concession is applicable shall be 
administered by the Internal Revenue Service under its normal audit procedures 


THE ADMINISTRATION FUNCTION 


Given a legislative framework as broad and general as suggested above, the 
main reliance for execution of the proposed inducement would be placed on 
the administrative function, as it should be. The modus operandi of the certi 
fying agency is, therefore, a matter requiring consideration. 

1. Qualified private investment and technical assistance 

Pursuant to the legislative authority granted it, the certifying agency would 
certify specific or group activities which qualify for tax concession. The pos 
sible qualified activities could be divided into two broad categories: (a) New 
private investment and technical-collaboration agreements, and ()) export of 
capital goods and industrial or agricultural requirements. 

(a) Private investment and technical-collaboration agreements.—Subject to 
the requirement that it be new, private investment should include direct invest 
ment and all types of loan and equity investments in industrial enterpsises 
whether undertaken directly or by government or private enterprise in the 
underindustrialized countries. Public or private securities of enterprises already 
in existence or bonds of foreign governments for general revenue purposes should 
be excluded. 

Again subject to the requirement that they be new, technical-collaboration 
agreements would include all or any combination of the following: (1) Licensing 
of patents, copyrights, processes, formulas, drawings, patterns, designs, and other 
forms of technological knowledge; (2) rendition of managerial, engineering 
scientific, or similar services: (3) training of foreign industrial managers, tech 
nicians, and skilled labor; and (4) building, installation, and construction 
work. 

Investments and technical-assistance agreements would be certified for tax 
concession on a case-by-case basis, pursuant to application by American enter 
prise, in much the same manner as the investment-guaranty program and the 
certification of emergency facilities are being administered today. 

The certificate would have to be granted for a sufficient period of time to 
cover the activity or permit pay out of the investment or license. The 20 
year period of the investment-guaranty program might be appropriate for the 
tax concession to investment and technical-assistance agreements. During this 
period the degree of tax exemption originally granted could not be revoked by 
the certifying agency, even though it finds during such period that a lesser 
degree of exemption is necessary or desirable to induce new activity of the 
kind. 

The certificate issued to a prime contractor should be framed to include 
snecified subcontractors furnishing capital goods or technical services or under- 
taking construction work in connection with the primary undertaking for private 
investment or technical collaboration in the underindustrialized country. This 
procedure would be analogous to that during the war applicable to material 
priorities. 

It is believed that such a case-by-case approach to this category of business 
activities would not entail any great administrative burden for the certifying 
agency. The investment-guaranty program, which is being operated on this 
basis, has a staff of 6 persons—4 officers, 2 secretaries—for the purpose. The 
Office of Defense Mobilization nresently has a staff of 8 persons for a similar 
administrative function in certifying emergency facilities for amortization under 
section 168 of the Internal Revenue Code, and in the period of its greatest 
activity in this respect had a staff of 110. 


MUTUAL SECURITY ACT OF 1957 505 


(0b) Capital goods, components, raw materials, and other industrial or agri- 
cultural requirements.—The export of American capital goods on a cash sale, 
credit sale, or rental basis to underindustrialized countries could best be handled 
by publishing lists of such goods qualified for tax concession with respect to the 
various countries. Such lists would be subject to periodie change. A similar 
administrative procedure is used under the Battle Act, and has been used else- 
where within the Government. 

Capital goods would not be difficult to list. They are good which produce 
other goods or services. Machinery, equipment, and tools are examples of capital 
goods. Spare parts for and components of such equipment should be included. 
Sales of capital goods should be included, even if exported as parts and assembled 
in the underindustrialized country. 

Raw materials and other industrial or agricultural requirements should be 
readily definable. This category would include ores, fuels, fibers, iron and steel, 
processed copper, heavy chemicals, fertilizers, insecticides, seeds, and similar 
commodities. Industrial laboratory and research equipment and supplies should 
also be included. 

An additional category of commodities which do not enter directly into indus- 
trial or agricultural production but contribute to the building of the human 
capital of the country through improvement in the health, training, and educa- 
tion of the people should also be listed by the agency. This category would in- 
clude public health, medical, and pharmaceutical commodities such as surgical 
instruments, hospital, laboratory, and research equipment and supplies, and anti- 
biotics, DDT, and other essential drugs. Drugs essential to improve the health 
of the people of underindustrialized countries might pose a difficult problem of 
listing, but it is believed the pharmaceutical industry has a basis of classifica- 
tion recognized by members of the industry which might be adopted for this 
purpose, i. e., the distinction between ethical and nonethical drugs. The eligible 
list should not include aspirin, sleeping pills, tranquilizers, antihistamines and 
similar products. 

Components should also present no great administrative problem. It is cus- 
tomary under a technical-collaboration agreement for the establishment of a new 
industrial undertaking to being manufacturing gradually in the underindustrial- 
ized country. For example, a technical-collaboration agreement for the establish- 
ment of a bus and truck factory will start off as an assembly-manufacturing 
operation whereby the new factory will make the frames, bodies, upholstery, 
and finish, but import the engines, transmission gears, and other parts difficult 
to manufacture. Only gradually, over a period of years, will it be able to manu- 
facture the entire vehicle. The sale of the components under such circumstances 
should be entitled to tax concession. 

Sales of components eligible for the tax concession should be limited to those 
pursuant to a technical collaboration or similar business arrangements with 
governments or private enterprise in the underindustrialized countries, the pur- 
pose of which is to establish an industry to manufacture the article in that coun- 
try. It should exclude mere assembly or packaging operations by the exporter, 
unless such operations involve capital goods as stated above. 

The tax concession on sales of components, other than components of capital 
goods, should, therefore, be administered by specific certification in connection 
with the certification of the technical-assistance agreement under which they 
are sold. 


© 
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Degree of tax concession 

Under the proposed legislation, it is intended to have the certifying agency 
determine also the amount of the tax concession necessary to induce American 
private enterprise to undertake the business activities considered essential for 
the economic development of underindustrialized countries. 

This will first require a determination of which countries are underindustrial- 
ized. Generally, it would include all the countries of the non-Communist world 
outside the United States with the exception of Western Murope, Canada, Aus- 
tralia, New Zealand, and Union of South Africa. Italy and Japan would be mar- 
ginal cases. Final determination would be made by the certifying agency. 
Some countries might be included in the beginning but excluded later as they 
achieve a satisfactory degree of industrialization. 

The second determination will involve the degree of tax concession necessary 
to stimulate a substantial flow of American private investment and technical 
assistance to these countries. It should vary from country to country and may 
alse vary within a particular country with regard to different business activities. 
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For example, countries in Asia such as India and Indonesia which receive 
very little American private investment and technical assistance should rate 
maximum tax concession, but countries closer to the United States which are 
already receiving sizable amounts of American private investment and technical 
assistance would rate only partial concession. The purpose of the certifying 
agency should be to grant the degree of concession required to increase the flow 
of American private investment and technical assistance to a particular under- 
industrialized country receiving inadequate help from American private enter- 
prise with its industrialization. 

The certifying agency could also vary the degree of tax concession with the 
business activity. Since technological (including managerial) knowledge and 
skills are the most important factors required from abroad for industrialization, 
a greater concession might conceivably be granted such business activity than 
providing capital goods through private investment, credit, and export. A distinc- 
tion could also be made among the various capital goods and industrial require- 
ments. For example, Indians claim that they agreed to import 1 million tons of 
steel from Russia for their second 5-year plan because American steel manufac- 
turers declined to take the order. To help a country like India in such a situa- 
tion, maximum concession could be granted export of steel to India, whereas 
other exports of capital goods and industrial requirements may not require the 
same degree of concession. 

In some circumstances, the certifying agency could simply grant a uniform 
concession for all qualified business activities in a particular country. The legis- 
lation should, however, empower it to differentiate so that the exemption could 
be a more flexible tool of foreign economic policy. 


CONCLUSION 


The use of the techniques outlined herein for implementation of the proposal 
set forth in the main memorandum would, it is believed, overcome the technical 
obstacles which have been put forward as impediments to satisfactory legisla- 
tion granting a tax concession to foreign income. These techniques have been 
employed elsewhere and have worked. Indeed, some of the criteria under which 
the broad and flexible administrative authority would have to be exercised have 
had to be employed also in other areas; for instance, in administering the guar- 
anty program and the financing of foreign activities by the Export-Import Bank. 
More administrative know-how would have to be developed as to what kind of 
investment and technical assistance is beneficial to economic development of un- 
derindustrialized areas, and new administrative know-how would have to he 
developed as to the amount of tax concession which is necessary or desirable in 
promoting such investment and technical assistance by private enterprise. This 
is a formidable but by no means an insuperable burden to place upon a competent, 
administration agency. It is certainly no greater a burden than has been carried 
by the Office of Defense Mobilization. 


COM MITTEE ON THE JUDICIARY, 
Washington, D. C., June 13, 1957. 


Hon. Tuomas S. Gorpon, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: You are familiar, I know, with the efforts I made last 
year to have an amendment included in legislation dealing with mutual security 
authorizing the earmarking of certain funds for land resettlement programs 
benefiting native migrants and European immigrants desirous to settle in rural 
areas of Latin America. 

Thanks to your cooperation and that of your predecessor, we succeeded last 
year in obtaining authorization and appropriation of $15 million under the so- 
ealled Smathers-Walter amendment to H. R. 11356. I am fully convinced that 
the wise action taken by the Congress at the recommendation of your committee 
has greatly benefited friendly countries in Europe, suffering from excess popula- 
tion and the ensuing unemployment or underemployment, as well as our Latin 
American friends. The interests of our own country have been similarly very 
well served by this legislation. 

My good friend, Senator Smathers, has now submitted to the committee on 
Foreign Relations of the Senate a similar amendment to S. 2130, and his proposal 
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has been accepted by the committee. It is included in section 8 of S. 2130, under 
which provision a new section, 400 (b), is now proposed to be included in the 
Mutual Security Act of 1954, as amended. For your convenience, I am sending 
you enclosed a marked copy of S. 2130, where Senator Smathers’ amendment 
appears on page 39. 

Senate Report 417 contains an excellent justification of the Smathers amend- 
ment and I wish to urge your committee to include in the bill dealing with 
mutual security, which you are now considering, language identical to that 
appearing in S. 2130. My views on this matter are more extensively stated 
in a letter which I am sending today to Mr. John B. Hollister, Director of the 
International Cooperation Administration, copy of which is hereby attached. 

I hesitate to take up the valuable time of your committee and I therefore 
refrain from asking to be heard on this proposal, but I would appreciate it if 
you would include this letter and a copy of my letter to Mr. Hollister in the 
record of your hearings on legislation pertaining to mutual security. 

Thanking you for your courtesy and hoping to have your full cooperation in 
this important matter, I am 

Sincerely yours, 


Francis B. WALTER, Chairman. 


JUNE 13, 1957. 
Hon. JOHN B. HOLLISTER, 
Director, International Cooperation Administration, 
Washington, D. C0. 

DEAR JOHN: I wish to express my gratitude for the very interesting informa- 
tion you kindly conveyed to me in your letter of June 11, 1957, pertaining to the 
allocation of moneys under the so-called Smathers-Walter amendment (sec. 4 
(4) (C) of the act of July 18, 1956, Public Law 726, 84th Cong.). 

In the meantime, I have read with considerable interest Senate Report No. 
417 accompanying S. 2130, Senator Green’s bill to amend further the Mutual 
Security Act of 1954, as amended, and I was glad to note that the Committee 
on Foreign Relations of the Senate has recommended in section 8 of S. 2130 that 
a new section, 400 (b), be included in the bill authorizing the appropriation of 
$25 million for the purposes specified in the amendment which I cosponsored with 
Senator Smathers last year. 

Although I realize that the creation of the development loan fund would per- 
mit certain Latin American countries to obtain loans which might be used for 
land resettlement, I believe that the inclusion of section 400 (b) is very well 
justified and its enactment would greatly benefit not only the overpopulated 
countries of Europe and the Latin American countries seeking to increase their 
rural population, but it would equally benefit the United States. I am today 
recommending to the Committee on Foreign Affairs of the House that a pro- 
vision identical to section 400 (b), as proposed by the Senate committee, be in- 
cluded in the House bill dealing with mutual security and I hope that I may 
have your support in that connection. 

Mr. Atwood, testifying in behalf of ICA before our subcommittee, has properly 
referred to the land resettlement programs as long range proposals requiring sus- 
tained effort and continuous study before they are put into effect. The expe- 
rience of one year and the relatively modest amount of $15 million appropriated 
last year and allocated to the promotion of the worthwhile projects specified in 
your letter of June 11, 1957, cannot be considered but a start in the right direc- 
tion. The continuation of the program under the safeguards proposed by the 
Senate committee seems to be the only logical followup of the course of action 
upon which the Congress wisely embarked last year. 

Thanking you for your cooperation, I am with best regards 

Sincerely yours, 
FrRANoIs EE. WALTER, Chairman. 
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CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D. C., June 14, 1967. 
Hon. Tuomas S. Gorpon, 
Chairman, House Foreign Affairs Committee, 
United States House of Representatives, Washington, D.C. 


Dear Mz. Gorpon: Attached is a statement of the views of the Chamber of 
Commerce of the United States, with reference to foreign aid. I would appreciate 
it if you would make this a part of the record of your current hearings on this 
subject. 

Cordially yours, 
CLARENCE R. MILEs. 


STATEMENT ON THE FOREIGN AID PROGRAM TO THE HOUSE FOREIGN AFFAIRS 
COMMITTEE 


The Chamber of Commerce of the United States believes the mutual security 
program to be an integral part of our foreign policy. The purposes of the program 
in fortifying the economies and military strength of nations of the free world. are 
important to the security of the United States. In drafting the new mutual se- 
curity program, Congress should give serious consideration to the following 
points: 

1. Congress is being asked by the administration to authorize $4.4 billion for 
the mutual security program, not $3.9 billion. 

2. Congress should appropriate no more than $3.6 billion in new and reap- 
propriated funds for fiscal 1958. 

3. The military parts of the mutual security program should be submitted to 
Congress as a part of the Defense Department budget as in current legislation. 

4. Congress should place the economic development phase of the mutual se- 
curity program on a longer range basis. 

Unfortunately, there is a measure of ambiguity and confusion in the adminis- 
tration’s presentation of the mutual security program for fiscal 1958. The budget 
message stated that Congress would be asked to appropriate $4.4 billion for the 
fiseal 1958 program; then in April the administration promised a $500 million re- 
duction in the military assistance request portion. A month later, however, Con- 
gress was asked in a special message to appropriate $3.9 billion in new funds and 
reappropriate $500 million in unobligated funds—again, a total of $4.4 billion. 

Last year the administration asked Congress for $4.8 billion and $3.7 billion 
was appropriated—a reduction of more than $1 billion. Now the American 
people are told that more than half a billion dollars is left over in the current 
fiscal year, indicating that last year’s appropriation of $3.7 billion was more than 
adequate. The United States is not a country of unlimited resources. Because 
America faces a continuing cold war, Congress should guard against the needless 
dissipation of our economic strength. It is essential that efficiency within the 
mutual security program be increased, and waste eliminated. 

In order to minimize confusion at home and to avoid misunderstandings such 
as now exist regarding the mutual security program abroad, the chamber recom- 
mends that there be a separation between the military and economic aspects of 
the foreign-aid program. Military assistance extended to our allies is part and 
parcel of our own defense system. All cost of military assistance and«defense 
support should be included in the regular Defense Department budget: 

The predicted increase in efficiency claimed for the proposed new program 
particularly with respect to transfer of the military phase to the Defense Depart- 
ment, should result in at least a 5 percent saving as compared with the current 
arrangement. We recommend that all parts of the program, exeepting the eco- 
nomic development and technical cooperation aspects, be cut 5 percent below 
the fiscal 1957 total appropriation level of $3.7 billion. 

The National Chamber recommends a fiscal 1958 mutual security program of 
no more than $3.6 billion of new and reappropriated funds, of which the military 
assistance program should receive no more than $1.9 billion; other mutual 
defense programs no more than $1.7 billion. This reduces the administration's 
overall request of $4.4 billion by roughly 20 percent or $800 million. The resultant 
$3.6 billion should be adequate to serve the interest of the United States in 
maintaining a free-world bulwark against militant international communism. 

Economic development is a long-term process. While the chamber advocates 
that limited authority be granted the President to provide long range economic 
assistance upon such terms as may be prescribed by the Congress, we recommend 
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that Congress exercise great care in authorizing any development loan fund. 
Indiscriminate industrialization of less-develop countries should not be en- 
couraged. Careful screening of each prospective loan should be mandatory in 
order to insure that approved loans will foster an orderly expansion of the econo- 
mies of the less-developed countries, consistent with each country’s needs and 
opportunities. Our Government’s development loan policy should encourage 
borrowing nations to seek funds from private sources rather than from publi¢ 
agencies. Congress should insure that sound loan practices are not violated or 
disrupted by any governmental development loan policy. 

The National Chamber notes that certain foreign-aid programs, such as eco- 
nomic aid to Europe, have been satisfactorily terminated. Others should be 
discontinued as soon as feasible. We recognize, however, that the security of 
the free world is still threatened by Soviet aggression and subversion. To help 
free nations maintain their freedom and independence the United States needs 
to continue to aid free world allies. We believe that consideration and adoption 
of the foregoing points and recommendations will result in a stronger and more 
effective mutual security program. 


LEAGUE OF WOMEN VOTERS OF THE UNITED STATES, 
Washington, D. C., June 14, 1957. 
Hon. THOMAS S. GORDON, 
Chairmun, Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 

DEAR Mr. Gorpon: The League of Women Voters of the United States would 
like to submit the enclosed statement on the mutual security legislation for con- 
sideration by your committee. We would greatly appreciate your having it 
inserted in the record of your hearings on this legislation. 

Sincerely yours, 
Mrs. Joun G. Ler, President. 


STATEMENT OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES TO THE 
Hovust ForEIgGN AFFAIRS COMMITTEE ON THE MUTUAL SEcuRITY AUTHORIZING 
LEGISLATION 


The League of Women Voters of the United States has long supported the 
principle of foreign economic aid. At a national council of State delegates in 
April 1957, league support was reaffirmed for adequate programs of economic aid, 
a long-range development fund, United States technical cooperation and the 
United Nations technical assistance program. 

The league consists of 128,000 members in 48 States, the District of Columbia, 
Hawaii, and Alaska. 

The league believes that programs carried on under the mutual security legisla- 
tion are in the national self interest of the United States for the following 
reasons: 

1. To have an expanding and prosperous economy we must trade with other 
countries. History has shown that our greatest potential for commerce has al- 
ways been with the more highly developed countries of the world. Consequently, 
the more we foster the development of the less industrialized lands, the greater 
is our opportunity for trade. Not only would we like to sell to them, but it has 
become more and more evident that we have to buy their raw materials for our 
own strategic needs. In fact, we cannot get along without them. This increas- 
ing dependence on the resources of other countries is a cogent reason for sup- 
porting economic aid programs. 

2. Economic aid can help to foster stable political conditions which are a pre- 
requisite to trade and cooperation on all levels. To achieve stability will be a 
long and difficult process for the newly independent nations of the world. It is 
obvious that the peoples in these countries are demanding that their political 
leaders give top priority to promoting economic growth and raising standards of 
living. Unless these requirements are met there will be revolution rather than 
evolution. 

At present the key to political stability may depend on a country’s ability to 
foster economic growth. Most underdeveloped countries cannot meet their own 
needs without outside assistance. Clearly, this help can only come from the 
richer countries. If we and our partners fail to cooperate in making assistance 
available, it seems obvious that many underdeveloped nations will turn to the 
Communists. To permit such a result is against the best interests of the United 
States. 
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3. The entire mutual security program encourages prosperity within the United 
States. 

More than 75 percent of foreign aid expenditures are spent in the United States. 

We have had an opportunity to reduce agricultural surpluses by sending abroad 
$1.5 billion worth of supplies during the fiscal years 1954-56. 

Seventy-five percent of the transportation costs of the mutual security program 
have been paid to American shipping companies 

It is estimated that over 600,000 jobs in the United States in industry, mining, 
agriculture, and transportation are attributabie to the assistance program. There 
are two aspects of the mutual security program in which the League of Women 
Voters is particularly interested—a long-range development loan fund and the 
United Nations technical assistance program. 

We appreciate the reluctance of Congress to commit funds over a period of 
years. However, we also sympathize with congressional desires for economy, 
efficiency, and stability in the management of government programs. To us, the 
latter is the more overriding objective. In negotiations with other countries it 
takes a long time to develop sound projects. Frequently, they cannot be consum- 
mated within a year. Sometimes the uncertainty of not knowing what next 
year’s appropriations will be forces hasty decisions, promotes short-range proj 
ects when longer ones would be more desirable and breeds insecurity in a staff 
which keeps wondering whether the following year will bring expansion or cur 
tailment. Too great a change in either direction can be wasteful. 

Therefore, it would seem that our dollars would be spent more wisely if the 
continuity of a long-range program could be established. 

Although the funds in the mutual security program spent for the United Na- 
tions technical assistance program are the smallest. they are not the least sig 
nificant. The League of Women Voters would like to see the appropriation main- 
tained at 49 percent of the program instead of reduced to 45 percent or below. It 
has been customary for the United States to try to reduce its quota to 3314 
percent of the budget of the United Nations and its specialized agencies. ‘These 
are budgets for administering the organizations and it is appropriate for us 
to seek such a quota. However, voluntary programs which undertake opera- 
tions like UNICEF, help for Arab refugees. and technical assistance should be 
considered on their merits and not frozen into a set percentage contribution. 

In considering the United Nations technical assistance program, we must re- 
member that in addition to the voluntary pledges of roughly $30 million which 
over 80 nations make to the program, the countries receiving the aid pay for local 
costs of the technicians sent to their country. When the pledges and the local 
costs are added together, the United States’ share of the total is no longer 49 
percent but approximately 17 percent. Surely, this is not too much for us to pay. 

The League of Women Voters has been impressed by the numerous studies, both 
public and private, of the foreign aid program and their unanimous endorsement 
of the principles involved. 

Our own study and support is limited to the economic aspects of the mutual se- 
curity program and we urge you to consider them as a sound investment for the 
future. We believe that money spent now will pay dividends for our trade, our 
security, and the development of friendly relations with other countries. 
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